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SENATE.
Taurspay, September 10, 191}.

(Legislative day of Saturday, September 5, 1914.)

The Senate reassembled at 12 o'clock noon, on the expiration
of the recess.

The VICE PRESIDENT. The Senate resumes consideration
of Senate bill 6398. and the pending amendment is the amend-
ment of the Senator from North Carolina [Mr. OVERMAN].

THE COTTOX CROP.

Mr. VARDAMAN. Mr. President, I ask unanimous consent
to have printed in the Recorp a petition from citizens of Quit-
man County, Miss.. with reference to the cotton situation.

The VICE PRESIDENT. 1s there objection? The Chalr
hears none, and it is so ordered.

The petition was referred to the Committee on Agriculture
and Forestry, as follows: 4
To the Congress of the United States:

The cotton growers, merchants, and other business men of Quitman
County, Miss., respectfully represent—

That by reason of the conditions brought about by Eurepeam war,
involving countries that consume the mﬁor art of our cotton that
is exporied and the certainty of the calamity that will befall the entire
business rests of the Sonth If steps are not taken to assist the
farmers in carrying over a sufficlent percentage of the cottom crop of
1914 untll such time as the foreign manufacturers can enter the market
for such cotton, we are confronted with the conditions that will prae-
tically bankrupt the entire South unless Congress now In session make
some provision to assist the cotton growers, similar to the provisions
made by Congress for the protection of the banks during the threatened
money panic,

While we bave the ntmost confidence in the ability of representatives
fn the Senate and House, and while we know that their every energy
will be exerted in our behalf, we beg leave to impress upon our Senators
and Representatives the importance of prompt action, and respectfully
suggest a plan similar to the one hereinafter outlined, which will insnre
the protection of the South agalinst tbe present impending danger ;
and with this In view, we su :

First. That cotton be sto by the growers of cotton In warehouses
provided by the growers or counties or States at such places in each
county in cotton-growing States as shall be designated by proper agents
of the Departments of culture and Markets of the Government,

Second. That all the cottom stored in such warebouses shall be in
charge of an agent or agenis of the Departments of Agricultore and
Markets of the Government. who shall appointed by said degart-
ments, and who shall be paid by an assessment on the cotton, as here-
inafter provided.

Third. That ssid cotton, when so stored in such warehonses, shall be
sampled and classified by such agents of the Departments of Agricul-
ture and Markets in the same manner and on the basis provided for
the standard grading and classification of cotton by sald department,
and sald grading and sampll::jg to be by three samples, one to be de-
lvered to the owner, two retained by the agents in the warchouse, one
of which shall be delivered to the purchaser when sold,

Fourth., That a committee of three or fire members, to be a inted
by the Departments of Agriculture and Markets be appointed. whose
dut{ it sha'l be 1o pass uwpon and settle all of the disputes or differences
that may arise over the classifiention or grading of cotton.

Fifth. That a valuation of 12} cents per ponnd for upiand mid-
dling cottom be established 3 sald agents of sald departments and a
oo:-sespm?lnx valuation on the other grades and staples be placed by
sald agents. '

Sixth. That when such cotton is so stored In such warehouses and

aded and classified and valued, the said agents of sald departments

charge of said wa uses shall issue a receipt to the owper of sald
cotton, a duplicate of which he shall keep, stating the name of the
owner, weight of the cotton, grade and valoe &er pound, and which re-
celpt shall give the number and mark of each bale.
venth, That the recelpt so issued shall be conszidered and shall be
taken by any Federal reserve, National, or State-bank as collateral
security for a loan of 80 per cent of the value so fixed by said agent,
and which loan shall be made for a term not exceeding 6 months, with
the ]privllm of renewal for 12 months, and which loan by sald bank
shall not exceed 4 per vent interest per anoum.

Eighth. That the said warehonse receipt held by said bank shall be
¢ %ten and considered as authority of said bank to issue certificates as
now provided by law for certificates to be issued by a bank on eom-
mercial pg‘per.

Ninth. The said agent in charge of sald warehonse shall take out
enpugh insurance to cover the cotton held in sald warehouse,

Tenth. When the cotton is sold the owner shall pay such an amount

for each baie thus stored by him as may be designated by the agent of
the Department of Agriculture in charge of said warebouse for the
expenses that

pur?loue of paying the Insurance and other necessary
g}g tmh:l“ bag: h}mrred by said agent, including the salary to be fixed
Ll epartment. 2
Eleventh, Each owner of cotton availing himself of the privileges
herein provided /or shall obligate himself by written contract to reduce
his acreage of cottom for 19135 to such an amount as mr:g be designated
by the Department of Agrienlture. and his failure to nee such acre-
age shall deprive him of the pririlege of renewing his loan om the
cotton at the end of six months, and shall subject him to such fine as
msX be designated by the Departments of Agriculture and Markets,
11 cotton-growing counties in this and other States are urged by this
mass meeting to take some similar action on this question.
W, T. CorixarTox, Cheirman,
W. E. Gorn, Secretary.

COAL DEPOSTTS IN ALASKA.

Mr. POINDEXTER. I ask unan‘mous consent fo present by
the way of a petition a resolution of the Seattle Commercial
Clab. It is brief. and it expresses such a real and pressing need
in these unnsunl times that I ask unanimous consent that the
Secretary may read the resolution and accompanying letter.

AUTHENTICATED
U.S. GOVERNMENT
INFORMATION

(CiZ0O)

‘The VICE PRESIDENT. Is there objection? The Chair
hesrs none. and the Secretary will read as requ
The Secretary read as follows:

T oS, Wb Sepieiber 4, o1k
cattle, Wash., ember
Hon. MiLes PorNDEXTER c

United States Senate, Washington, D, O.

DEAR SENATOR POINDEXTER: We are inclosing you a resolution In
regard to the opening of the coal fields In Alaska, which was recom-
mended by our national affairs committee and unanimously passed by
the Seattle Commercial Club in regular session last Tuesday evening.

We will, indeed, appreciate very much your kind consideration In
this matter, because we have had & representative make a tour of
southeastern and southwestern Alaska, and it is absolutely necessary
that something be done at once to relleve the coal famine that is be-
glnni:gg and is sure to exist throughout Alaska.

With best wishes.
Very truly, yours,
SeatTLE COMMERCIAL CLUB,
By Orro A. Case, Beeretary.

SEATTLE COMMERCIAL CLUB.

Resolution recommended by Its national affairs committee and
unanimously adopted by the Seattle Commercial Club In regular ses-
slon Beptember 1, 1914 :

Whereas practically all the coal now consumed in Alaska, as well as a
large pemnta;ire of the coal used on the Paclfic coast outside of
Alaska comes from British Columbia; and

Whereas should the war now raging In Europe cause this sup lly to be
cut off, and I'acific coast Industries—and clally the
former—wlll be paralyzed and widespread desolation follow ; and

Wherecas the coal for paval use on the l'aclfic ls uniformly brought
around from the Atlantic States; and

Wlereas vessels carrying this coal are largely foreign bottoms now no
longer avallable owing to the war: and

Whereas in spite of incomplete and unsatisfactory tests, we confidently
assert that Alaska coal is suitable for naval nse, and has been so

ronounced by Dr. Brooks and Dr. Martin, of the United States Geo-
ogical Survey: Now, therefore, be it

Resolved by the Secattle Commercial Club, That the existing neces-
sitles and future probabilities warrant the Immediate uxfm&rlauon by
Congress of a sum to arovlde for the development of Alaska coal de-
posits directly by the Government, sufficient to take care of at least

present necessities; and be it f er

Resolred, That legislation ﬁov[ding for the leasing of Government-
owned coul deposits should pushed to final passage and private
E:p}:a} ﬂtaﬁoumged to develop the coal under Government leases; and

urther

Resolred, That we most urgently reguest departmental action which
will definitely settle at the earllest possible moment the so-called coal
cases now pending; and be It further

Resolred, That copies of thls resolution be sent to the Secretary of
the Interfor and to the Members of the United States Senate and
United States House of Representatives from the State of Washington
and to the congressional Delegation from Alaska.

During the reading of the resolution,

AMr. SIMMONS. 1 desire to ask the Senator from Washing-
ton if he would not be content to let the resolution be printed
without reading?

Mr. POINDEXTER. 1 shou'!d like very much to have it read.
I will state that it is only one page and will take but a moment.

Mr. SIMMONS. Very well

The VICE PRESIDENT.
given for the reading,

After the reading was concluded,

The VICE PRESIDENT. The resolution will be referred to
the Committee on Public Lands.

Mr. POINDEXTER. I request to have printed in the Rkc-
orD in connection with the resolution which I just preseuted
Senate bill 4514.

There being no objection, the bill was ordered to be printed
in the Recozp, as follows:

A bill (8. 4514) to authorize the President of the United States to mine
coal In Alaska, to reserve frumsi;iva:e :‘rpmpriatlon or lease certain
lands and coai deposits In Alasks owned by the United States, and
for other purposes.

Be it enacted, ete., That the President Is empowered, authorized, and
directed to cause to be reserved from Private appropriation or lease, in
such tracts and locations as he shall determine, one-half of the coal
lands and coal deposits in Alaska owned by the United States, Includin
at least, as Dear as can be estimated, opne-half of the hixh-ﬂudﬁ
{and no coal lands or coal deposits whatsoever In Alaska shall here-

Permission has been heretofore

after be disposed of except by lease, as hereinafter provid and in any
pub'ic lands hereafter allenated by the United States in Alaska there
shall be reserved to the United States title to all coal deposits therein) ;

and he is further authorized, empowered, and to cause coal
mines to be opened and equlpped on the public lands Iin Alasta =0 re-
served, and to {Jmﬂde for the transpertation, distribution, and sale g
the products of the same to the Government rallroad or rallroads,
the United States Army and Navy, and other Government services, and
coal in Alaska or in the P"acific Coast States.

SEc. 2. That any coal lands not reserved as herein provided may be
leased by the President te private parties for coal-mining nur{mm. all
leases beinz subject to the following conditions, which shall alse apply
to the Government mining service, and any lease belng revecable npon
breach of any such condition

Sec. 8. That the minimom wage pald any class of lahor employed
in mining eperations on lands so lcased shall be pot less than the aver-
age wage pald for that e'ass of labor by other emtplo{hm under equiva-
lent conditions, to be determined by the President: the hours of labor
of all persons em}:!oyul shall not exceed 48 per week, save in emer-
gencies wherein life or property is in imminent du,g:ﬂ; no person
under the age of 16 years shall be employed; the ident shall
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make all general rules and regulations to insure the safety of op-
ceratives employed: to provide for detalled reports upon all accidents;
to provide for just and reasonable compensation in the case of any
operative who may be injured or killed in the course of his work; to
prevent noneecssary waste of coal in mining; to prevent any adultera-
tion whatsoever of coal sold by any lessee or by the Government; and
to provide for suitable and just fioes to be Imposed upon any lessee as
penalties for specific breaches of ruoles or conditions of lease.

Sec, 4. That the coal land leased to any one lessee shall constitute
a contiguous tract, having an area or coal content estimated to be
egnfficient to form an efficient working unit, but shall not include more
than 2,560 acres: no lease shall run for more than 50 years; no coal
land shall be subleased nor in any way whatsoever used for speculative
purposes, and if any of the lands or depogits leased under the provi-
slons of this act shall be subleased, trusteed, possessed. or controlled
by any device permanently, temporarily, directly. Indirectly, tacitly, or
in any manner whatsoever, so that they form part of or in any way
effect any combination or are in any wise controlied by any combina-
tion in the form of an unlawful trust, or form the subject of any
contract or conspiracy in restraint of trade in the mining or selling
of conl, or of ary holdinz of guch lands by any individual, partner-
ship, assoclation, corporation, or control, in excess of 2.560 acres in the
Territory of Alaska, the lease thereof shall be canceled, and said in-
dividual, partnershlp. association, or corporation shall forfeit the right
thereafter of obtaining lands under lease under the provisions of s
act.

8rc, 6. That the term *lessee” as used in this act shall refer to
any person, firm, or corporation representing a single independent in-
terest to whom coal land is leased under the provisions of this act.

Ske. 6. That all coal land leased to private parties shall be at such
uniform chargze per acre per amoum as to be sufficient only to render
unprofitable the holding of such land without production, said charge
to be fixed and from time to time readjusted by the President, and an
cquivalent charge per acre per annum shall be collected from the Gov-
ernment mining service, tbe receipts from all such c¢harges to be paid
into the school and road fund of the Territory of Alaska, to be ex-
pended under the direction of the Legislature of Alaska.

Sgc. 7. That the sum of £1.000.000 is hereby appropriated, out of
any funds in the Treasury not otherwise appropriated, to enable the
T'resident to earry out the provislons of this act.

BILLS INTRODUCED.

Bills were introduced, read the first time, and, by unanimous
congent, the second time, and referred as follows:

By Mr. McLEAN:

A bill (8. 6469) granting an increase of pension to Katie M.
Penfield (with accompanying papers) ; and

A bill (8. 6470) granting a pension to Minna Schue (with
accompanying papers) ; to the Committee on Pensions.

By Mr. SHIVELY :

A bill (8. 6471) granting an increase of pension to Gordon
I’. Ostrander (with accompanying papers) ;

A bill (8. 6472) granting an increase of pension to James L.
Redding;

A bill (8. 6473) granting an increase of pension to Jacob
Jones;

A bill (8. 6474) granting an increase of pension to Charles J.
Many ;

A bill (8. 6475) granting an increase of pension to William A.
Downs; and

A bill (8. 6476) granting an increase of pension to William
W. Chew ; to the Committee on Pensions.

By Mr, BANKHEAD :

A Dbill (8. 6477) granting an increase of pension to Jennings
J. Pierce: to the Committee on Pensions.

By AMr, SHIELDS:

A bill (8. G47S) to establish a new judicial circuit of the
United States with a circuit court of appeals, hereafter to be
called the tenth elrenit; to the Committee on the Judiciary.

By Mr. RORBINSON:

A bill (8. 479) granting an increase of pension to Jonathan
Thuma ; to the Committee on Peasions.

AMENDMENT OF NATIONAL BANKING LAWS,

Mr., SIMMONXNS. - I ask the unanimous consent of the Senate
to temporarily lay aside the unfinished business, that the Sena-
tor from Missouri [Mr. REep] may present to the Senate the
measure which was pending at the time the Senate took a recess.

Mr, SMOOT. 1 think that has already been granted.

The VICE PRESIDENT. This is the same legislative day
as yesterday. and when the Senate took a recess the pending
question wus on the amendment offered by the Senator from
North Carolina. That question is yet before the Senate, unless
there is a motion to supplant it by something else.

The Senate, as in Committee of the Whole, resumed the con-
sideration of the bill (8. G398) to amend section 1 of an act
approved May 30, 1008, entitled “An act to amend the national
banking laws.”

Mr. REED. T ask to have the pending amendment read.

The VICE PRESIDENT. The Secretary will read the pro-
posed amendment.

The SecrerTary. Amendment py Mr, Overman: Add a new

section to the bill, to read as follows:

SEc. 2, That the act to amend section 27 of an act approved December
23, 1913, and known as the Federal reserve act, approved August 4.
1914, be further amended by striking out, in the second paragraph of

sald act, line 3, the word " three " and insert in lien thereof the word
“one,” so that the said paragraph shall read as follows:

* Natlonal banking assoclations having circulating notes secured
otherwise than by bonds of the United States shall pay for the first
three months a tax at the rate of 1 per cent per annum upon the aver-
age amount of such of their notes in circulation as are based upon the
de%loslt of such securities, and afterwards an additional tax rate of one-
half of 1 per cent per annum for each month until a tax of 6 per cent
per annum is reached, and thereafter such tax of 6 per cent
npon the nverage amount of such notes: Provided g:n’ﬂwr‘,
ever in his ju ent he may deem it desirable the Secretary of the
Creasury shall have power to suspend the limitations impo by sec-
tion 1 and section 3 of the act referred to in this seetion, which pre-
scribe that such additional eirculation secured otherwise than bonds
of the United States shall be issued only to national banks having ecir-
culating notes outstanding secured by the deposit of bonds of the United
States to an amount not less than 40 ger cent of the capital stock of
such banks, and to suspend also the conditions and limitations of section
5 of sald act, except that no bank shall be permitted to issue cirenlating
notes In excess of 125 ger cent of Its unimpalired eapital and surplus.
He shall require each bank and ecurrency association to maintain on
deposit in the Treasury of the United States a sum in gold suflicient in
his judgment for the redemption of such notes, but In no event less than
b per cent. He may permit national banks, during the period for which
such provisions are suspended, to issue additional circulation under the
terms and conditions of the act referred to as herein amended: Piro-
vided further, That the SBecretary of the Treasury, in his discretion, is
further authorized to extend the benefits of this act to all qualified
State banks and trust companies which have joined the Federal reserve
s}‘sltt??l ortw.rbich may contract to joln within 15 days after the passage
o s act.’

Mr, SMOOT. Mr. President, I offer an amendment to the
amendment by striking out “ one,” on page 1, line 7, and insert-
ing * two.” I will take just a short time to explain my reasons
for offering the amendment.

Mr. REED. Will the Senator state the amendment again?

Mr. SMOOT. Strike out the word ** one,” in line 7, page 1, and
insert “two,” changing the present law from 3 per cent to 2
per cent.

Mr. REED. I do not see how it will come in, because line T,
as I have the print of the bill, has no werd “ one " in it.

Mr. SMOOT. Not the bill, I will say to the Senator, but the
amendment.

Mr. REED. Is it an amendment to the Overman amendment?

Mr. SMOOT. It is an amendment to the Overman amend-
ment.

Mr. REED. Very well.

Mr. SMOOT. Mr. President, at the time the Aldrich-Vree-
land bill was passed the Government of the United States
recelved no interest whatever on its daily balances, but since
the passage of that act the Government of the United States is
receiving 2 per cent per annum on the daily balances placed
in the different banks of the country.

The reason why I offer the amendment to the amendment is
that unless a charge of 2 per cent upon the emergency currency
issned under this bill the banks of the country are not going
to pay 2 per cent on the daily balances they are now paying
the Government. In other words, in the bill that we now have
under consideration we provide that 75 per cent «¢ a bank's

T annum
hat when-

.capital and surplus may be loaned upon commercial paper.

Mr. POMERENE. Mr. President, may I remind the Senator
that under the Federal reserve act all the public funds will be
deposited in the various regional reserve banks without any
interest whatsoever, and all the earnings of those banks, after
the payment of the dividends on stock and expenses, will go to
the Government.

Mr. SMOOT. I am perfectly aware of that, but I am speak-
ing not only of the national banks that are now or will be mem-
bers, but, as I understand, there will be an amendment offered
to this bill extending the privilege of joining these assoeiations
to State banks.

Mr. President, in considering this bill T want to call atten-
tion to what I believe will be the result in the case of any bank
that really wants to avail itself of the emergency currency.
The Overman amendment allows for three months the use of
emergency currency at 1 per cent per annum. What will be
the working of it if passed? What will the banks of the coun-
try do under this amendment?

In my opinion, it will be nothing more nor less than a three
months’ loan at 1 per cent per annum for this reason: The
banks will have ample commereial paper. They will make use
of the full amount under this law, and it will be for three
months at 1 per cent. At the end of three months that emer-
gency currency will be paid and then additional or other
emergency currency taken out with new security—commercial
paper—as the basis of the issue.

For that reason, Mr., President, I believe——

Mr. WEST. Mr. President——

Mr. SMOOT. In just a moment. I believe it would be very
much better to provide a rate at least what the banks have
been willing to pay to the Government of the United States on
daily balances. I now yield to the Senator from Georgia.
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Mr. WEST. Does the Senator think that they wonld take
up this paper and go back and have new notes issuved instead
of the half a cent a month?

Mr. SMOOT. Additional?

Mr. WEST. Additional.

Mr, SMOOT. Of course. I certainly do.

Not only that, but what I am fearful of is that unless it is
2 per cent it will be a regunlar thing for the banks to take out
this currency. Why not? Many of the banks in different parts
of the country pay 4 per cent on savings, and with the provi-
slons now provided for, allowing the issue upon commercinl
paper, they can make a regular business of it if it is only 1 per
cent. That is not the object of emergency currency nor should
any amendment be agreed to that will accomplish this.

I ask the Senator introducing the amendment if, taking that
into consideration, he does not think it would be better to have
the rate fixed at 2 per cent?

Mr. OVERMAN. After consideration and talking with my
colleagues about it, in order to have it uniform, inasmuch as
they are paying 2 per cent on balances to-day, and I hope the
amendment which will be offered by the Senator from Georgia
[Mr. Smrra] will be agreed to to bring the State banks into
these reserve asscciations, allowing them to come in and get
some of this currency, I am willing to accept that amendment.
I believe, taking it into consideration, it is better to have uni-
formity in the deposits of the general funds in the banks with
this currency, and I will accept the amendment to make it 2
per cent.

The VICE PRESIDENT. The Chair wants to ¢all attention
to the fact that the amendment proposed by the Senator from
Utah and aceepted by the Senator from North Carolina is only
on line 7, page 1, of the amendment. and the word “ one™ also
oceurs on line 1, page 2, of the amendment.

Mr. SMOOT. That 1s right, Mr. President. I want the
amendment to apply all through.

The VICE PRESIDENT. By the consent of the Senator
from Utah and the Senator from North Carolina the Chair will
state that the original amendment of the Senator from North
Carolina has been modified so that on line 7 of page 1 the word
“gne ” will read “two,” and on page 2, line 1, the word “one”
will rend * two.”

Mr, OVERMAN. That is right.-

The VICE PRESIDENT. The question is on the amendment
of the Senator from North Carolina as modified.

Mr. SHAFROTH. Mr. President—

Mr. OVERMAN. One minute. To make it further conform
I will strike out the proviso on page 3 of the amendment.

Mr. REED. Is the Senator from North Carolina accepting
the amendment to his amendment?

Mr. OVERMAN. I accept the amendment making it 2 per
cent, and strike out the proviso on page 3.

The VICE PRESIDENT. So the amendment proposed by the
Senator from North Carolina will end at the word “ amended,”
on line 3. page 3.

Mr. SHAFROTH. Mr. President, T am astonished that the
Senator from Utah [Mr. Smootr], after having made the speech
he did on yesterday against inflation by reason of the 80 per
cent shonld have offered an amendment here which has a
hundredfold more of inflation in it than the provision which
wans offered by the committee.

Mr, SMOOT. By raising the rate of interest from 1 to 2
per cent?

Mr. SHAFROTH. Yes, sir; or cutting down the rate from
3 per cent. which is the committee bill, to 2 per cent.

Mr, SMOOT. Oh, I am offering to reduce the rate in the
pending amendment from 1 to 2.

Mr. SHAFROTH. Thnt may be, but yon are offering it as
an amendment to the eommittee bill, the effect of which is to
cut it down from 3 to 2 per cent.

Now, what wounld be the result of that? We know that the
banks all over this country are paying on any loans of a nature
that is of any length more than 2 per cent. They are paying 3
per cent and 23 per cent. They are paying 23 per cent and 2
per cent on daily balances. What will be the resnlt? Every
one of these banks will grab for this paper and yon will get
the entire amount of 125 per cent out in a comparatively short
time.

Mr. OVERIMAN. TWhat is this bill for?

Mr. SHAFROTIH. This bill is for the purpose of getting out
money where it is needed. not to supply the place of currency
for ordinary transactions.

:1}1 OVERMAN. You want to make it as hard as possible to
ge

Mr. SHAFROTH. No; I do not

Mr. OVERMAN.
gotten at all.

Mr. SHAFROTH. No. TL¥ bill was originally at 5 per
cent.

Mr. OVERMAN. I understand that.

Mr. SHAFROTH. That was too high, I believe.

Mr. OVERMAN. That is absolutely prohibitory.

Mr. SHAFROTH. No; I do not think it is absolutely pro-
hibitory. There are other causes that entered into the fact
that the Aldrich-Vreeland bill was not availed of. The crisis
was not on to the extent, at least, that it is now.

Another thing: Bankers were chary of going into the cur-
rency associations when one bunk would have to guarantee
the paper of another bank. All those things operated against
the money coming out.

Mr. OVERMAN. The Senator from Colorado says this is
inflation. I ask him if the difference between 3 per cent and
2 per cent will make inflation?

Mr. SHAFROTH. It will, yes; to some extent; in faet,
there is grave apprehension that the rate as fixed at 3 per cent
will produce considerable inflation.

Mr. OVERMAN. Then let us wipe out the whole thing and
not issue any currency at all,

Mr. LANE. Mr. President, T would suggest to the Senator
from North Carolina and the Senator from Colorado that they
split the difference.

Mr. SHAFROTH. Mr. President, I believe that when you
offer to the national banks of this country a lower rate than
they are themselves paying for deposits you are going to have
money transferred from the Government to them to a greater
extent than it seems to me the exigencies of the case require;
in fact, it would not be considered an emergency matter; it
would resolve itself into the mere matter of making money
upon the part of the banks. Whenever they can make money by
reason——

Mr, THOMAS. Mr. President——

Mr. SHAFROTH. Just one moment. Whenever the banks
can make money by reason of getting from the Government
money cheaper than they can obtain it elsewhere, then it be-
comes a mere matter of making money in a legitimate transac-
tion; but when you attempt to make the rate such that the banks
will be required to sacrifice something to obtain money, per-
haps fixing a little higher rate than that which they are them-
selves paying, the money will not go out unless there is an
emergency requiring it. Money is going out now at 3 per cent;
$250,000,000 has been issued by the Governmeut. There is no
reason why that should not continue. That is safe and
salutary.

Mr, OVERMAN and Mr. THOMAS nddressed the Chair.

Mr. SHAFROTH. 1 yield to the Senator from Colorado.

Mr. THOMAS. Is it not a fact that the effect of this redne-
tlon of the rate will be simply to present the bankers of the
country with 1 per cent interest, which they otherwise would be
required to pay?

Mr. SHAFROTH. T think that would be one of the results;

You want to make it go that it can not be

yes.

Mr. THOMAS. Tet me ask the Senator how it can benefit the
man who needs the money and wants to borrow it?

Mr. SHAFROTH. It does not, except to the extent of sup-
plying a larger cirenlating medium, which always has a tend-
ency all over the country to lower interest charges.

Mr. THOMAS. But that will be supplied, will it not, if the
committee amendment Is adopted?

Mr. SHAFROTH. 1 think that will be sapplied in sufficlent
quantity. The questions Involved In the establishment of a
finnneial system require great study and deliberation. You can
make a law which will be absolutely nonoperative or you can
make a law that will go to an extreme the other way. It is
not best to have extremes in any condition. especially in a
financial system. Here, however, is a rate of 3 per cent fixed,
and we find the banks are availing themselves of it. The Treas-
ury Department wanted, for the benefit of the country banks
that do not have bonds to put up as security for the issuance
of this eurrency, to increase the amount of currency they conld
take out on commercial paper from 30 per cent to 75 per cent,
80 ns to let the country banks avail themselves of the privilege.
Most of this money is going to New York, to the great com-
mereial centers. We want to get it out to the country banks,
but the rate of 8 per cent is being availed of even in New York
City, where call money often gets to 1 per cent.

Mr. OVERMAN. That is the point I make: that it is being
availed of by the banks In the great centers which have bonds
to deposit as security, but the country banks will never pay
the high tax of 3 per cent.
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Mr. SHAFROTH. The country banks, as a usual rule, charge
a higler rate than 3 per cent interest, and they usually pay on
deposits a higher rate than do the city banks. The New York
banks pay the very lowest rate of interest of any banks in the
world.

Mr. MARTINE of New Jersey. Mr. President, I want to ask
the Senator from North Carolina if he does not think the banks
would lend this money out again at not less than 6 per cent
interest?

Mr. OVERMAN. Some banks have been loaning money to the
farmers at from 8 to 10 per cent interest.

Mr. MARTINE of New Jersey. Very well; so they will get
it at 1 per cent less under the Senator’'s amendment, and that
will merely be increasing their profits. )

Mr. OVELMAN. I have a better opinlon than that of the
bankers of my State, though I do not Enow much about them in
New Jersey.

Mr. MARTINE of New Jersey. I have no better opinion of
the bankers than I have of any other class, but I know there
is something in money dealing which tends to make men
avariciens, and no matter how wealthy they become the bank-
ers are inclined to exact the last cent, the last farthing. I
do not want to allow them any larger opportunities. God knows
they have been fostered heretofore guite enough.

Mr. OVERMAN. Can the banks not afford to loan the money
out at 1 per cent less if they get it at 1 per cent less?

Mr. MARTINE of New Jersey. They will not do so whether
or not they get it at 1 per cent less. The bankers of North
Carolina, the Senator will find, are just as human as are the
bankers everywhere else.

Mr. SHAFROTH. Mr. President, bankers might be able to
loan this money at 1 per cent less if they get it at 1 per cent
less, but you will find that the price of money is going to be
controlled by the law of supply and demand; the rate of in-
terest is going to be determined by that law, and no matter
at what rate the bank gets the money, if it gets it for nothing,
it is going to loan it out at just as high a rate of interest as
the demand will justify. Consequently, as my colleague [Mr.
TroMAs] has said, it will be practically giving the bankers
one more per cent out of which they ean make more money.

Mr. President, when the banks lend this money out at 6 per
cent or 8 per cent they can afford to pay 3 per cent for it.
If they c¢an not afford to pay 3 per cent for it, that shows that
there is no emergency; that shows that this is not the time to
invoke the provisions of the Aldrich-Vreeland Act.

On that account it seems to me that inasmuch as we are trying
the experiment now—and these laws are all experiments—and
we find that it is working at present and that the banks are
taking out money at 3 per cent, which indicates, to my mind,
that there is an existing emergency, what is the use of cutting
ihe rate to 2 per cent, and, as the Senator from Utah [Mr.
Suoor] says with relation to the proposition of 1 per cent—but
which I apply to the rate of 2 per cent—requiring the banks to
mnke these sbsolute loans of 90 days and then require the
return of the money and loan the money again, because they
will not pay any more than they have to pay?

Mr. President, it seems to me that we ought to be careful. I
have talked with the members of the Federal Reserve Board.
They think that 3 per cent is too low a rate; that is their opin-
ion with relation to it; but I think we had better try 3 per
cent—we tried 5 per cent and it did not work; the Aldrich-
Vreeland law did not operate—but when you fix a 3 per ecent

rate, as the law is now, we find that it will work; that the.

banks generally are asking for the money, and we find that the
country banks also are asking for it. They say they ean not
get it becuuse they have not the bonds which are required as
security, but that they have commercial paper. I think that the
limit of 75 per cent—I should have preferred 80 per cent—would
enable the country banks to avail themselves of the privilege of
securing this currency and at the same time be a wholesome
measure to relieve panicky conditions.

Mr. OVERMAN. Mr. President, I do not take my orders from
the Federal Reserve Board. 1, too, talked with the Federal
Reserve Board. but they did not satisfy me that the rate of
interest ought not to be reduced.

Speaking of the inflation of the currency, the truth is that you
have the cart before fhe horse. You provide a rate of 3 per
cent for the first three months, then of one-half of 1 per cent
after that for six months until the rate reaches 6 per cent. It
is like the fellow who went into a barber shop and asked what
they would charge him for a shave. He was told that for the

first shave the charge would be 15 cents, for the next shave
10 cents, and for the third shave it would be 5 cents. Then
he said, “1 will take the third shave, for § cents.”

[Laughter.]

Mr. REED. Mr. President, the Senator has that wrong. The
rate is an additional one-half per cent per month after the first
three months,

Mr. OVERMAN, I understand that; it reaches 6 per cent:
Lh:;;.r is I‘{élﬁi) I said.

K . Then you would not galn anything by havin,
the third shave. e =

Mr. OVERMAN. The third shave is only one-half per cent.

!{‘r. REED. The third shave is one-half per cent plus 3 per
cen

Mr. OVERMAN. What it ought to be Is nothing for the first
three months and 2 per cent for the fourth month.

England has issued $500,000,000 of currency lately without
any tax on it at all, and made the rate of interest 5 per cent.
No man ean charge more than 5 per cent. When this amend-
ment is adopted I propose to offer an amendment enacting a
usury law, so far as it affects our southern country, providing
that bankers shall not loan this money at a greater rate than
6 per cent. That is my purpose. If we get that amendment,
it will be what we have had in North Carolina for 20 years. It
was predicted that the money would go out of the State of North
Carolina when we fixed the legal rate of interest at 6 per cent.
It was predicted that the money would leave North Carolina
and would go to South Carolina, where they charge 8 per cent,
or to Texas, where they charge 10 per cent; but the result has
been that in our State the farmers pay 6 per cent, except where
the national banks are making it 8 per cent. I should like to
write it in the national law that for the next 12 months no bank
in the South should charge a greater rate of interest than 6 per
cent.

Mr. POMERENE. Mr. President, if we change this rate of
interest, and do it forthwith as an emergency measure, does
the Senator feel that it would decrease or increase the deposits
of the banks?

Mr. OVERMAN. It will increase the money for people to
borrow. The cotton people in my country can not get the money
from the banks to-day. They want the currency, but the banks
are not taking this currency. As was shown here yesterday,
this money is being taken by the great centers, such as New
York, and then being loaned in the South for 4, 5, and 6 per
cent. The southern people are not getting it at all in the first
place. They can not get it on account of the rate of tax on it:
the banks in my State can not afford to take it and handle
it and loan it at the legal rate.

Mr. McLEAN. Mr. President, I should like to ask the Sena-
tor from North Carolina if the cotton growers in the South want
currency or credit?

Mr. OVERMAN., They want both.

Mr. McLEAN. Do they not want credit?

Mr. OVERMAN. Yes; they want credit and currency, too.
If they get the currency, they can get the credit.

Mr. McLEAN. Are we not intermingling the two in our
treatment of this subject? I do not believe that there is any
scarcity of cash to supply any need that the South may have.

Mr. OVERMAN. There is where the Senator is mistaken.

Mr. McLEAN. As I understand, if the Senator will pardon
me, the shipments of gold abroad in June and July amounted
to more than a bhundred million dollars. That amount was
furnished by the New York banks through the use of the gold
certificates. Those certificates were brought on to Washington
and the gold was shipped. Of course that has made an artificial
or a temporary stringency in centers like New York and the big
reserve cities. They have lost just so much cash which ordi-
narily they would have on hand to send to the country. It is
merely to meet that temporary draft, as I understand, that this
legislation is essential.

Mr. OVERMAN. Yes; but the southern people have been try-
ing to get their discounts in New York City pending the re-
serve board organization, but they can not do so; the New York
banks will not let them have it, and what are they going to
do for money?

Mr. McLLEAN. I do not believe that is a lack of cash. -

Mr. OVERMAN. That is exactly what it is.

Mr. McLEAN. It is a demand for the extension of credit.
It must be borne in mind that this money ean not be used as
bank reserves; it can not be used for the basis of new credits.
The banks of New York want this money to send to the front,
possibly into the country, to meet temporary demands, in order
that they may use the funds which they cun use as reserves.

Mr. OVERMAN. That is the trouble. They have not been
sending it to us. Why should not our people get this currency
as well as the New York banks?

Mr, McLEAN. Mr. President, there are nearly $4,000,000,000
in cash in this country to-day.
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Mr. OVERMAN. But the banks will not let it get out.

Mr. McLEAN. There is a surplus of ecash to-day. England,
with $200.000,000 of gold, did a larger business last year than
we did with more than a billion dollars in gold. There is not a
scarcity of cash in this country.

Mr. OVERMAN. According to the Senator's argument, we do
not need any legislation at all,

Mr. McLEAN. Oh, no—

Mr. OVERMAN. We do not need any emergency currency.

Mr. McLEAN. What we want is to take care of the credits.
What the South wants is a customer for its cotton; it wants a
price. For instance, the railroads——

Mr. OVERMAN, The Senator knows nothing about the situ-
ation in the South. When I was at home a few days ago a
man in my home county took a bale of cotton to the cotton mill
to sell it. He was a poor tenant and wanted some money, but
could not get any offer for it at all.

Mr. McLEAN. If the Government of the United States would
peg the price of cotton at 15 cents a pound, every pound you
have in the South could be sold to-morrow for 14% cents a
pound, and the cash would be forthcoming.

Mr. OVERMAN. Cotton is not selling at all.

Mr. McLEAN. That is the trouble; you have not the cus-

tomers.

Mr. OVERMAN. We have that which means money and
which is as good as gold, and that is cotton. If we could take
that cotton and secure certificates for it, the Secretary of the
Treasury, under his ruling, would issue currency on it.

Mr. McLEAN. That is the trouble; you have no purchaser.

Mr. OVERMAN. We have plenty of customers, and there are
many people who want to hold cotton.

Mr. McLEAN. Mr. President, the railroads of this country
to-day want $500,000,000 to finance the roads so that they can
accommodate their traffic. They can not get the money. I say
money, but it is not cash they want; it is credit. If the Gov-
ernment would guarantee $500,000,000 of railroad bonds at 4%
per cent, the credit would appear in less than 24 hours,

Mr. OVERMAN. Who pays the tax on this money?

Mr., McLEAN. That does not seem to me material.

Mr. OVERMAN. The borrower pays it, does he not?

Mr. McLEAN. I think we ought not to lose sight of the real
use this currency can be put to. It can not be used as a basis
for new loans. Consequently the banks call it * dead cash,”
because the other reserves that they have they can turn In and
increase their loans five or eight times. The banks do not want
this money except for temporary use, unless you let them have it
under conditions so that they can make a profit by peddling
out the cash, as they can do if they can get it from the Govern-
ment for less than 2 per cent.

Mr. OVERMAN. If they can get it for 2 per cent, is there
any reason why they should pay 3 per cent?

Mr. McLEAN. I think that the tax should be at least 3 per
cent.

Mr. OVERMAN. Why?

Mr. McLEAN. Because otherwise, as the Senator from Colo-

rado has suggested, there would be a temptation to go into the
business of getting money from the Government for 2 per cent
and peddling it out when they do not need it, and they will not
use a dollar of the money that ought to be used, and that is
the gold and the money that is suitable for reserves. I think
that the matter was very carefully considered by the committee,
and, in my judgment, we will make a mistake if we reduce the
tax and extend this temptation.

Mr. OVERMAN. I had a letter from one of the leading
financiers of this country, who is known far and wide, and he
said there ought never to have been any tax on it for the first
three months. Ile wrote me a letter and said he favored my
amendment. I have resolutions passed by farmers' and manu-
facturers’ associations asking that this tax be reduced. It
looks as if the people want it done. They want the money and
theyiwant the tax reduced. because they know they will have to
pay it.

Mr. McLEAN. They do not need extra cash. The trouble is
that confidence—credit—has been suppressed for the time being.

Mr. OVERMAN. That is the time when you want the money.

Mr. McLEAN. You do not want cash, but you want credit.
There is the trouble, and you are mixing the two. There is
more than enough cash. If confidence were restored on the in-
stant, plenty of cash would be forthcoming.

Mr. VARDAMAN. Mr. President, I should like to ask the
Senator if that Is true—if we do not need this currency, then
why pass this bill? Why make any provision at all to meet
the situation?

Mr. McLEAN. As I have stated in colloquy with the Senator
from North Carolina, owing te the great drafts upon our gold

supply in June and July the central banks have had to give
up their gold certificates and get gold from Washington to
send to Europe. Now, the conntry banks at a time like this
of course are frightened, and they are calling on the central
reserve banks for cash. They have probably got their vaults
full, as it is, but they do not want to use the money in their
vaults, for that is reserve money. They want to get emergency
currency; they want this currency, which can be obtained
cheaper, and they want to keep their reserves.

Mr. VARDAMAN. Why, then, put a tax on the currency
which you are going to give them? Will they not” be able to
loan it to the farmer and the merchant cheaper if they do not
have to pay a tax on it?

Mr. McLEAN. No; a tax should be put upon it, so that it
will be retired and gotten out of the way.

Mr. VARDAMAN. It will be retired under the terms of the
Senator's amendment after three months.

Mr. McLEAN. Possibly it would be and possibly it would
not be. If we make it to the advantage of the banks to keep
their reserve money, and use nothing but this emergency cur-
rency, they might be tempted to go too far. There is very
little danger of inflation under this bill as it was reported from
the committee, because it is, as I have said, dead cash; it is
not useful for the purpose of issuing new loans, and the banks
will get rid of it just as quickly as they can.

Mr. VARDAMAN. Now, if the Senator will pardon me, the
farmer takes to the bank warehouse receipts for 10 bales of
cotton, and the bank uses that as security upon which to issue
money, and the money issued upon the security is given to
the farmer, with which he pays the merchant, and the merchant
pays his debts, and transactions and business are facilitated
in that way.

Mr, McLEAN. I will say to the Senator that, so far as the
need for cash is concerned, there is cash enough in this country
to-day to transact four times the business that we do. There
is no scarcity of cash. Cash is hoarded at a time like this and
the bankers keep the gold certificates and the reserve money,
and they will reach out for a substitute. That is human nature,

Mr. VARDAMAN. Then, if I understand the Senator's argu-
ment, it leads to the inevitable conclusion that this law is not
at all necessary.

Mr. McLEAN. No: I do not say that. I say that to meet
this temporary stringency in the centers, the country banks
calling for their reserves and holding on to every dollar they
have, it is right and proper that they should be supplied with
this bank-note currency, in order that they may——

Mr. VARDAMAN. I thought the Senator said that there was
a plethora, an exuberance, an excess of money.

Mr. McLEAN. There will be the moment you restore confi-
dence; and the only way you can restore confidence is to give
the large centers the use of this money temporarily. The Sen-
ator does not question the fact that if there was a market for
the cotton, if there was a demand, a fixed value, there would be
no question about what price it would bring.

Mr. VARDAMAN. Ohb, absolutely, I do not; no.

Mr. McLEAN. So I say it is a matter of credit we must pro-
vide for.

Mr., VARDAMAN. If that be the case, why pass the bill at
all?

Mr. McLEAN. 1 tried to make it clear that temporarily it is
a wise thing to do——

Mr. VARDAMAN. But the Senator is not logieal, I respect-
fully submit. ;

Mr. McLEAN (continuing), For the purpose of restoring
confidence and restoring credit. The minute we do that this
money will go out of sight and the cash that is now being held
back will come to the front.

Mr. SMITH of Georgia. Mr. President, I agree with the view
of the Senator from Counnecticut that there has been a need of
an enlarged currency in the centers, but I think he misappre-
hends the condition in at least a part of the rural sections. It
is not simply a lack of credit; it is a lack of currency also.
The lack of the normal use of exchange, which takes the place
of currency in settling obligations, has placed an inereased tax
upon currency in certain sections of the country.

I wish to call attention to the condition as it exists in about
one-fourth of the United States, and I am glad to have the Sen-
ator from Connecticut hear it. As he is at least partially
aware—Iit is scarcely possible for anyone to be fully aware
of it who does not live in the midst of it—we raise in 12 of the
States a crop worth a billion dollars a year. We spend a con-
siderable part of its value in producing the crop. That crop
comes upon the market from about the last of August to the
first of December. Pending the production of that crop the
banks are taxed to extend credits to the farmers who produce
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it and to the merchants who sapply the farmers.
their currency and use all their credit that they think is safe
to obtain additional currency to facilitate the work of the
farmer in producing his erop. Now, crop-gathering time comes.
The farmer usually finds an immediate demand for the first
cotton he brings to town, and the bulk of his crop is gathered
by the sale of the first. There is no demand for cotton now,
that is true, and he goes to his banker and wishes some addi-
tional extension of eredit and some additional currency.

Mr. McLEAN. Yes. :

Mr. SMITIH of Georgia. It is not simply a matter of credit.

Mr. McLEAN. You had this same condition in the South last

year. -
Mr SMITH of Georgia. Not at all.
Mr. McLEAN. I mean, you had your crop of cotton and the

same financial requirements, and you had no trouble in getting
all the cash you wanted. Why?

Mr. VARDAMAN. Mr. President, will the Senafor yield to
me for just one moment?

Mr. SMITH of Georgia. I yield to the Senator, although I
would rather go on.

" Mr. VARDAMAN. T simply wish to say that at one time it
looked as though we were going to have a panie, so that we
could not get money to move the cotton of the South, when the
Secretary of the Treasury came in and said to the bankers,
“You have not a monopoly of money. If you do mot let them
have it, T will.”

~ Mr. McLEAN. True; but I will ask the Senator from
Georgia if he does not think that one hundred and fifty to twa
hundred millions of dollars is sufficient to meet all of the ex-
traordinary demands for cash in any season? Has it not
heen so?

Mr. SMITH of Georgia. In a normal season, yes; but this is
not a normal condition.

. Mr. McLEAN. But you have the same amount of cash.

Mr. SMITH of Georgia. But we have an additional demand
for it, for the cash itself.

Mr. McLEAN. On the contrary, Mr. President, there is a
restricted demand for eash to-day. The pay rolls are smaller
than they were last year at this time, very much smaller. The
actual necessity for cash money to-day is millions of dollars
less than it was a year ago.

Mr. SMITH of Georgia. Now, Mr. President, I want to go
one sfep further. The difficulty about our present plan of an
emergency currency is that it reaches cnly the centers upon
which pressure exists, and does not reach anether part of the
country where pressure also exists.

Mr. McLEAN rose.

Mr. SMITH of Georgia. One moment; then I shall be glad
to hear from the Senator. I shall offer an amendment provid-
ing that the terms of the Vreeland-Aldrich bill shall extend to
State banks. Just as the Senator has described the need of
relief in the financial eenters, so an extension of the emergency
currency to State banks will relieve the pressure in another
part of the country.

Now, a State banker—a small banker in one sense, and yet
quite a good-sized banker, considering the population of the
little city in which he lives—with $50,000 eapital and $250.000
surplus, indicating that he had managed it well, in one of the
richest agricultural counties in the State of Georgia, with
ample securities, not of the kind usually taken by national
banks, finds on the 1st of September that he has extended and
furnished to his farm customers all of the currency that he
feels justified in furnishing. That is the period of the year when
money ordinarily begins to flow back to his bank, and he had
anticipated that it would flow back this year; and it would have
been flowing back to him rapidly but for the European war.
In 60 days he would have had more money than he needed in
normal times; but his customers find that their great com-
modity—their commodity which brought to this country last
year $610.000,000 of foreign gold, intrinsically worth as mueh
as ever, a commodity that lasts permanently if cared for at all,
that is as good to spin when 50 years old as it is when 12
months old, a commodity that certainly will be in demund to
clothe the world a little later on—temporarily has its market
cut off, Now, the banker is appenled to. The security is good.
The farmers themselves own their farms, and are good. He
is appealed to for a small amount of additional money.

Mr. McLEAN. Credit.

Mr. SMITH of Georgia. He needs money to pay the piekers
and to go and buy some more provisions and carry these people
over.

Mr. McLEAN. That does not buy the eotton. What you want
is a purchaser.
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Mr. SMITH of Georgia. We are not proposing to buy the

cottom now. We are proposing to keep the cotton from being
| sacrificed and being gobbled up because of the temporary neces-
| sities of the people who own it. That is what we are proposing
| to do. Of course, they could get some money if they would give
away their cotton at half the cost of producing it, and then be
| broken in consequence; but I shall offer an amendment extend-
ing the privileges of. this hill to the State bankers. What will
' be the consequence?
. Take this particular illustration, because we can best under-
,stand the operation of a law by applying it to a particular case.
. This banker will have the privilege at once of obtaining $150,-
. 000—the privilege of issning his own notes. If he had the
 privilege to-day of issuing the notes of his bank for circulation,
they would eireulate. His credit is so good that the notes of
that bank would eirculate in that county, and would be used as
currency, and would pay the cotton picker, and vwould be taken
in the store; but a 10 per cent tax exeludes him from that privi-
lege. The privilege of creating a currency himself by issuing
the notes of his own bank, which vould meet the exigency that
confronts him, Is cut off by the 10 per cent tax provision. I do
| not know that I think it was constitutional, but I think it was
_wise, and I am not in favor of the promiscuous issue of paper
money for currency, and I would not vote generally to repeal
that statute.

Mr. McLEAN. The Senator must not understand that I am

to the issuing of this currency. I am heartily in favor
of it. I believe it is better curremey than our national-bank
notes fo-day, for certain purposes. My only point is that we
can print It by the cartload and it will not permanently remedy
the situation.

Mr. SMITH of Georgia. I agree with the Senator about that.
I agree that if you printed it by the eartload you would do more
harm than you would do good. I am as much opposed to an
unsound currency as is the Senator from Connecticut; but what
I was seeking to present, in answer to his view, was that it is
not simply a question of lack of credit; it is a question in the
rural sections of a lack of currency just as much as it is a Iack
of currency with the big banks in the big cities.

Mr. McLEAN. But a restoration of credit would produce
currency. You de not have to print new money if you restore
your credit; and there is only one way in which you can re-
store your credit. |

Mr. SMITH of Georgia. Then why let the big banks in the
cities have it at all? Why not help this difficulty in the coun-
try just as much as in the cities? The Senator's own argu-
ment justifies the issue of this additional currency to relieve
a stringeney in the large centers, :

Mr. McLEAN. Yes; and I favor it; but I say that beyond a
certain amount, two or three hundred million dollars, it will
not do a particle of good. The country banks will keep their
reserves as long as the present crisis exists. They will not
loan their money for less than T or § per cent, and then they
want the very best security. The amount of cash they have in
their vanlts amounts to nothing to a man who goes to a bank
to get a loan without the requisite eredit.

Mr. SMITH of Georgin. But they have the requisite credit
with their local banks in our seetion. The loeal banks desire
to advance to them additional currency.

Mr. McLEAN. Not currency.

Mr. SMITH of Georgia. Yes, currency; because they have
to take the money out and actually pay it day by day to hire
the picking of their cotton.

Mr. McLEAN. Oh, yes;
amount— ?

Mr. SMITH of Georgia. The Senator is mistaken about that.

Mr. McLEAN (continning). Compared with what we pro-
pose to do here. A billion dollars of this money is being au-
thorized.

Mr. SMITH of Georgia. Now, this is what we wish added—
I do not care so much for the 2 or 3 per cent tax; but this is
the provision that I am going to offer, although I think the 2
per cent tax is enough:

That the provisions and benefits of the act approved May 30, 1908,
known as the Vreeland-Aldrich Act, and the amendments thereto, are
hereby extended to all State banks and trust companies having a eapi-
tal stock of not less than $25.000 and g surplus of 20 per cent. Said
bhanks and trusl companies shall be reguired to pay upon notes so
issued the tax provided for in said act and the amendments thereto,

and said notes shall mot be. subject to the provisions of the act of
Congress approved February 8, 1875, known as “An act to amend

but that is an infinitesimal

existing customs and internal-revenue laws, and for other purposes.”
The Beeretary of the Treasury is hereby directed to make sach rules
‘and regulatiens as are necessary for the purpese of earryimg out the
foregoing provision.

Mr. BURTON. Wil the Senater from G‘eorgi:; yield to me
for a question? . i 3 ]
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. Mr. SMITH of Georgia. Yes. - - :
. Mr. BURTON. What does the proposed amendment of the
Senator add to the proviso in the act approved August 4, 191472
Mr. SMITH of Georgia. The Treasury Department held, nn-
der that amendment, that the 10 per cent tax still remained,
and that If the State banks had a note issue under that provision
they must pay the Vreeland-Aldrich tax and the 10 per cent
tax, also. I think the opinion was unsound.
Mr. BURTON. Such a ruling as that has been made, has it?
Mr. SMITH of Georgia. So I understand; so the banks were

advised. .
~ Mr., BURTON. Otherwise there would be no occasion for
this amendment.

Mr. SMITH of Georgia. Not at all. A number of banks in
my State promptly joined the Federal Reserve Association for
the purpose of obtaining the benefits of that act; and they
were advised that that act did not suspend, as to these notes, the
10 per cent tax of the act of 1875. The only purpose of the amend-
ment I intend to offer is so to express the provision we passed
on August 4 that it shall be what I think we meant it to be.

I cordially support the view of the Senator from Connecticut
- that our currency should be sound, that there should be no
wild inflation, that there should be no paper inflation. I am
perfectly in accord with that view. I am in accord with the
general line of thought he presents. The effect of this amend-
wment, however, will be really to furnish currency where cur-
rency is needed. Where I take issue with him is that in these
localities it is not credit that is wanted. The men who want
currency have credit with their local banks. Their local banks
are ready to give them credit. Their local banks could go off
and borrow money, but they would have to pay such exorbitant
prices for it that they are unwilling to do so.

Mr. McLEAN. Mr., President, does not the Senator from
Georgia think the tax on this money ought to be more than 2
per cent?

Mr. SMITH of Georgla. I certainly would have it more than
2 per cent if it stayed out for any considerable length of time.

Mr. McLEAN. Bat if we carry it on to the State banks, does
not the Senator think there would be grave danger of its re-
maining there?

Mr. SMITH of Georgia. If this were a permanent bill, I
would say yes. This bill is limited to the 1st of next July. It
dies then, and the tax increases after three months at one-half
per cent a month, and the notes can not remain in circulation
any considerable length of time,

The great need just at this time in the 12 cotton States to
which I referred is currency for the next 60 or 90 days, for the
next three months, until the cotton picking is completed, until
the cotton is properly warehoused, until cotton takes its place
in a warehouse where a warehouse certificate makes 1t the basis
of general credit. To-day the farmer has no ecredit outside of
his home. His paper would not be good in Atlanta. I am still
illustrating by the place to which I referred.

But his paper is good with his home bank. There he is
known. The value of his farm and its productiveness is known.
The home bank will take a bill of sale for 100 bales of cotton
from him and leave the cotton with him, having done business
with him perhaps for 25 years, and having absolute confidence
that that cotton will be forthcoming to meet that bill of sale.

Mr, McLEAN. Certainly; and no cash is used in that trans-
action.

Mr. SMITH of Georgia. Absolutely none, because the bank
takes a bill of sale. 1t costs the farmer $10 a bale to harvest
his crop. That is the great pressure with us. It is to carry
the farmers for the next 90 days, until they get their cotton
gathered and get it properly warehoused and have obtained a
warehouse certificate, and then the farmer can go to Atlanta
or he can go to New York and borrow on it. Of course, the
further problem of a market for the cotton is most important.

Mr. SMOOT, In this connection I wish to say that if the
Vreeland-Aldrich Act is extended from July 1, 1915, and the
conditions are normal in this country I certainly would insist
upon the rate of interest being more than 2 per cent before it
is extended. I look at the rate of 2 per cent as being simply
to meet the present unfortunate conditions in this country and
in the world. It ean not last longer, as the Senator from Geor-
gia says, than until July 1, 1915.

Mr., SMITH of Michigan. The law might be extended after

that time. It could easily be done by a joint resolution if Con-
gress desired.

Mr. SMOOT. I think it will be extended, but I simply say
that if it is extended I think if conditions are then normal in

the country the interest ought to be increased from 2 per cent.
Mr. WEST, Mr. President, for the benefit of the Senator

'from Connecticut [Mr, McLeaN] I desire to say a few words In

order to show the necessity of currency In our section of the
country at this particular time.

It is well known that most of the farmers—for I am one of
them—get credit for the year from the merchants. They have
their guano bills to pay. The guano companies either credit
them for the amount or the farmer gets the money from the.
bank and pays for his guano. Generally it is bought on the
credit system.

As I said a few minutes ago, it takes about a third of the .
price of the cotton at present prices to pay for the picking of it.
The cotton upon which this-money is predicated, so to speak,
until you get away down below the cost price of it, is as good
as gold. The farmer goes there and gets the money, say T0
or 75 per cent of the market value of the product—the cotton.
He relieves to a certain extent the merchant. The merchant
gaskborrowed from the bank. He relleves to that extent the
ank. -

. Now and then the farmer is unable to get the money, and he
must have the money to pay the cotton picker., He is unable to
get anything to pay his debts in .the stores. Those have ac-
comulated; and the merchants must have money to pay the
banks where they have borrowed it during the year in order to
carry supplies to furnish the farmers. :

That is the situation in the South to-day. It takes millions
of money. The bank in the ordinary way has not the third of
the money to supply the farmer to get his cotton out and get.
something on it unless he can sell some portion of it. If the
farmers must hold on to this cotton, they can not do anything.
They must fail to pay the merchants, must fail to get the money
from the bank in order to pick their cotton, and much of their
cotton must inevitably stay in the field and rot.

Mr. McLEAN. I wish to ask the Senator if cotton in the
South to-day sold for 18 cents a pound would there be any
difficulty in getting all the cash in the Southern States necessary
to handle it?

Mr. WEST. Absolutely; there would be no trouble, because
that 18 cents would go to pay the merchant, and he in turn
would pay the bank. :

Mr. McLEAN. But not in cash. It is not the searcity of
cash in the country; it is the scarcity of credit and confidence.
" You have no customer, and that is the trouble. Of course
Congress ought to do everything it can to restore confidence
and to help sustain the price of the products of the country.
My point is that it will not be done by printing paper promises
to pay. You have plenty of it now. The trouble is that you
have no credit.

Mr. WEST. The trouble the Senator does not see. We have
already had the credit, and we want some money in order to
put it in eirculation that it may go back to the banks and that
the money may go to the farmer, and In turn that it may go to
the merchant. : ‘

In addition to that, the farmer needs the money in order to
gather his cotton. If he can not get the money, then the cot-
ton must stay in the field. Credit does him no good. He may
be ever so able; he may have thousands of acres of unen-
cumbered land; and yet if he can not get the money in order to
pick his cotton and gather it from the field it does him no

good. L

Mr. LEE of Maryland. Mr. President, I should like to eall
the attention of the Senate to the inconsistency, if I may so
describe it, of the amending tendency with respect to this bill.
The Treasury Department, acting upon the unanimous recom-
mendation of the Federal Reserve Board, requested that the
limit be raised to 80 per cent. That was the unanimous request
of the Reserve Board, to create a supply of emergency currency.
The Senate yesterday refused to grant that limit, and fixed the
limit at 75 per cent.

Philosophieally, if you reduce the supply you should make
every effort to reduce the demand, whereas the contrary appears
from the spirit of all these amendments, because if you reduce
the rate of interest or the barrier penalty, you will inevitably
increase the demand, and to a certain extent you may create it,
as was pointed out by the Senator from Colorado [Mr,
SHAFROTH] a few minutes ago. If you give enough profit to
the banks under this or any financial situation, you will create
a demand for the emergency currency. :

So the action of the Senate in decreasing the supply of the
emergency currency, ard thts proposed amendment to increase
the number of banks which may demand it, and to increase
the amount of interest that the banks may make by demanding.
the currency, are absolutely inconsistent, - -

Mr. SMITH of Georgia. Will the Senator permit me?

Mr. LEE of Maryland. Certainly. )

Mr. SMITH of Georgia. - What we wish is not to increase.the.
amount to the national banks any further, but to permit the-
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additional Increase through- admitting the State banks to the
same privilege. It would be inconsistent to object to going
further than the national banks as to the line of increase.
What we desire Is to add the State banks to the same privilege.

- Mr. LEE of Maryland. I am very sympathetic with the sug-
gestion of the Senator—extremely sympathetic—because I
believe in bringing in these small banks if they can be put in
upon a solvent and well-inspected basis, and thus carrying forth
this fertilizing system to the root of the cotton plant, to the
root of the corn, to the places where it is needed. But this Is
an emergency situation of great significance. The warring
European countries, even the most solvent of them, have de-
clared moratoria against the collection of debts. It is a serious
situation, and it has to be genuinely recognized as an emer-
gency. . }

I was rather surprised that under the circumstances most
of the gentlemen on the minority side of the Chamber yesterday
seemed inclined to limit the supply of this currency available
to 75 per cent rather than to 80 per cent; but this having been
_ done it does look most unphilosophic, when the Treasury De-
partment comes in and recommends a certain amount that they
can call upon and fixes that amount at 80 per cent, for the
Senate to cut down the available supply and at the same time
increase the possible demand by reducing the barrier interest
which the present law requires.

For that reason, with all respect and sympathy for the object
of the Senators——

_Mr. OVERMAN. The penalty is not reduced except that the
period is extended only four months, The penalty under the
amendment is the same, preventing inflation. The penalty
under the original law is 6 per cent and the period 9 months.
The penalty under my amendment is 13 months. That is the
only difference.

Mr. LEE of Maryland. If the Senator will go back to the

beginning, behind the action of yesterday, and increase the
supply— ’ :
Mr. OVERMAN. I am talking about this amendment. The
only difference is the extension of time from nine months to
thirteen months, so far as the penalty is concerned. If the pen-
alty is sufficient to prevent inflation, and the currency comes
back in nine months, what is the trouble about extending it for
four months? That is the only difference.

Mr. LEE of Maryland. The demind for this currency will
be based somewhat upon the profit that can possibly be made
by the utilization of the currency. In any event the Senator
from North Carolina will admit that it is utterly unphilosophi-
cal to reduce the amount of an available currency from 80 per
cent to 75 per cent, and at the same time increase the possible
demand by taking down the interest barrier.

Mr. WEST. Mr. President——

The PRESIDING OFFICER (Mr. Kerx in the chair). Does
the Senator from Maryland yield to the Senator from Georgia?

Mr. LEE of Maryland. I yield the floor. .

Mr, WEST. I should like to ask the Senator from Maryland
a question before he takes his seat. He said a few moments
ago it is at the rate of 3 per cent, making 12 per cent a year.

Mr. SHAFROTH. Oh, no; it is 3 per cent per annum; that
is, for the first three months; and 1 per cent a month thereafter
until it reaches 6 per cent.

Mr. WEST. I thought if it was that rate then, of course,
the banks would take advantage of it.

Mr. SHAFROTH. It Is 3 per cent per annum.

Mr. WEST. I want to say, while I am on my feet, that I am
utterly opposed to an inflated currency, and it is only in this
exigency that I think there should be as much currency in the
South as can be obtained without having it unduly inflated and
causing gold to come to a premium. It is now absolutely
needed there, but, of course, we do not wish to inflnte the cur-
rency in such a way that our gold will be at a premium.

Mr. REED. Mr. President, I want to discuss for a moment
the amendment now pending. I do not want to discuss the
other amendments which will come up In due course. Most of
the argument this morning has borne. upon other amendments
than the one now under consideration. )

The amendment under consideration proposes to reduce the
tax for the first three months from 3 per cent, as named in the
bill, to 2 per cent, the 3 per cent and 2 per cent being a per
annum rate of interest. ‘AS originally introduced, the amend-
ment provided for a redunction to 1 per cent. The question we
are to discuss is;, Should the interest be at the rate of 3 per
cent for the first 90 days or shonld it be 2 per cent? That is
all there is In this present amendment. I affirm that if you
reduce the rate of interest from 3 per cent to 2 per cent you
slmply present the banks with 1 per cent additional profit.
That is all there is to it. I think if Senators will bear with

me I can demonstrate that that is the imevitable result, and
that no other result is withia the limits of possibility. I want
to proceed to try and do that.

. Mr. OVERMAN. Mr. President—

Mr. REED. I will yield to the Senator.

Mr. OVERMAN. The Government is not In the business of
levying taxes on money to make money out of it.

Mr. REED. Mr. President, I think that is entirely aside
from this guestion. The Government is in the business just
now of issuing some emergency currency, and everyone under-
stands that the tax which has been imposed has not primarily
been for the purpose of profit, but for the purpose of a check
and a safegnard. y

Mr. OVERMAN. To make it hard for them to get it?
is the purpose?

Mr. REED. To make it not hard for them to get it, but to
remove the temptation to get it improvidently, and to compel
the return of it to the Government within a reasonable time.

Mr. OVERMAN. So far as that is concerned, the penalty is
the same except as fo the time.

Mr. REED. No; the penalty is not the same.
is not speaking with his nsual accuracy.

Mr. OVERMAN. Now, Mr. President—

Mr. REED. If I can start borrowing money for the first 90
days at 2 per cent and thereafter we Increase the penalty
one-half per cent a month, the situation is not the same as ic
would be if I start at 3 per cent with an increase of a half per
cent a month, because whatever period of time I keep the money
out under the first plan, I will get it cheaper than I do under
the latter plan.

Mr. OVERMAN. The only difference is the difference be-
tween the period of 9 months and 12 months. The penalty.
will be the same at the end of 12 months under my amendment.

Mr. REED. The interest will be the same at the end of 12
months, but the average rate of interest for 12 months will not
be the game. There is no use to try to argue around the cold
mathematical problem.

Mr. SHAFROTH. I should like to ask the Senator from
North Carolina what there is in this bill that will prevent a
bank, after it has borrowed money under the terms of the
bill, to come in at the end of 90 days and pay it and then get
another loan? !

Mr. OVERMAN, That is true in anything. There is no
difference between it and the original law, is there?

Mr. SHAFROTH. It is the difference between 2 per cent and
3 per cent. That is all there is to it.

Mr. REED. All there is in this amendment is the difference
between 2 per cent and 3 per cent. That is all there is to it.

Mr. SIMMONS, Mr, President—— .

The PRESIDING OFFICER. Does the Senator from Mis-
souri yield to the Senator from North Carolina?

Mr. REED. I yleld.

Mr. SIMMONS. -If the Senator from Colorado [Mr. SHAF-
roTH] is right—and the Sentaor from Utah [Mr. Smoor] has
advanced the same idea—that the banks will take this money
under the present bill for three months only, with interest, and
at the end of three months they will come in and pay it up and
borrow for two months more—if that is to be the practical work-
ing of the bill, tell me what good does the additional provision
imposing half a cent a month at the end of three months do?

Mr. SHAFROTH. I can answer that, if the Senator from
Missourl will permit me. 3

Mr. REED. I can answer that, if the Senator will permit
me, since I have the floor. It is the additional penalty which
compels them to come in or induces them to come in at the
end of 90 days to settle; and the very purpose of that penalty
is to induce them to come in and settle,

Mr. SIMMONS. At the end of 90 days.

Mr. REED. As soon as possible. As soon as they come in
and settle and ask for an additional loan, then the Treasury
Department can say whether or not they want to keep the
money out; in other words, the Government gets the oppor-
tunity by means of retiring the money, and a bank that came in
at the end of 90 days and paid up its debt would then, of course,
have, the same as an ordinary customer of a bank, to take the
chance of getting a renewal.

Mr. SIMMONS. The Senator thinks that in practical opera-
tion the result would be that the banks would generally come in
at the end of three months and renew, so to speak, so as to get
the benefit of the 3 per cent rate? —a s

Mr. REED. I do not think so. I think that in practical
operation the bank getting this money, if it found that it was
necessary to go beyond the three-month period, would probably
pay the additional rate for a time, because it is always con-
templated that these loans are not to .be permanent advance-

That

The Senator
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ments, and the probabilities are. I think, that the bank would
pay the rate for the next 30 days, or it might be 60 days.
I can not answer as to that any mere than ean the Senator
from North Carolina,

Mr. SIMMONS. I agree entirely with the Senator from Mis-
souri. I do not think that the result of the practical operation
of the law would be what the Senator from Coloerado and the
Senator from Utah have indicated. I think at the end of three
months, if the banks want this currency longer, they will pay
the additional one-half per cent for the next month.

Mr, WILLIAMS, Mr. President, if the Senator will pardon

me, I wish to snggest that 2 per cent per annum is one-sixth of.
1 per cent per month, and when the penalty, as the other Senator [

from North Carolina ealls it, is one-half of 1 per cent per

Alr. SIMMONS. There are two reasons——

Mr. WILLIAMS. There is a difference of two-sixths of 1
per eent, whieh, in a large transaction, is very considerable;
but the statement that the Senator from Missouri has made, it
seems to me, Is an argument in favor of the amendment, be-
cause it is an argument tending to show that this eurrency,
instead of being in circulation, would be paid up at the end of
each three months, with the hope of getting another loan; so
that the money would be withdrawn in three months. Thus
the interest of the Government to prevent redundancy of the
banks to make the most profit possible would run hand in hand.

Mr. REED. That was not my argument.

Mr. WILLIAMS. I say the state of expected facts proves just h

the opposite of what the Senator is trying to prove,

Mr. REED. Not if I made myself plain to the Senator.

Mr. WILLIAMS., If they will pay it up at the end of three
months, the Government has the option whether it will then
reloan the momey or not.

Mr. REED. That is exactly what I said.

Mr. WILLIAMS. But when the Government has its option,
and that particular loan is closed, that much money has been
returned to the Treasury. The Treasury then ean refuse further
loan if enough currency is, in its epinion, afloat.

Mr. SIMMONS. That is exactly the opiniom I expressed; and
they would not return it at the end of the three months and take
thei}-t chance of getting another loan, becamse they might not
get it

Iu the second place, probably the expense of closing the trans-
action and reopening it would be more than one-half of 1 per
cent a month.

Mr. SMOOT. May I ask the Senator from North Carolina a
question ?

The PRESIDING OFFICER. Does the Senator from Mis-
souri yield to the Senator from Utah for that purpose?

Mr. REED. I yield. -

My, SMOOT. 1 wish to ask the Senator from North Carolina
why banks could not get a renewal at the end of three months?
What is there in the law that would prevent them from getting
>

Mr. SIMMONS. If the department felt that there was no
longer an emergency calling for the issue of this currency, they
might not extend the loan; they might exercise some mdirect
diseretion not to continue the issue of this money.

Mr. SMOOT. There is nothing in the law giving them that
power.

Mr, SIMMONS. T do not know whether or not there is any-
thing in the law giving them that authority, though I am rather
g&clined to think there might be sometliing in the law to that

ect.

AMr. SMOOT. The only way in which that authority eould be
exercised would be that under the law, if they exceeded the
limit, of course, the Secretary of the Treasury would refuse to
make the loan. -

Mr. SIMMONS. The Senator from Utah will admit that if a
bank should settle up at the end of three months, so as to get the
benefit of the lower rate of interest, if the banks of this country
have reached the eonclusion that there is no longer a necessity
for this emergency eurrency, and that te continue it after the
emergency has passed might result in inflation, when the ap-
plication is made to the currency association to reborrow they
might refuse their consent, and the application would never
reach the Secretary of the Treasury.

Mr. SMOOT. Mr. President, I have nothing fo say against
the last proposition of the Senator;: that is abselutely true; but
it rests entirely with the currency association. If they do mot
approve the security offered by the bank asking for the loan,
then, of course, the bank can not get the emergency curreney;

but I do not know of anything in the law that wounld prevent
the bank from getting it.

B?i:SIWO\‘& There is nothing in the law that would pre-
ven

Mr. SHAFROTH. Mr. President, 1 can' find no discretion in
the act exeept as to the question of security, but this eonsidern-
tion might induce a bank to keep the currency out and pay the
additional ene-half of 1 per cent per month. If all of the emer-
geney currency were issued, it might say, “ If we surrender this
currency, we can not get any at all.” That, as a matter of fact,
might have a tendency to keep the currency out, the bank pay-
ing one-half of 1 per eent a month additional as each month
passes until the expiration of the time by statnte,

Mr. SMOOT. That was the question I brought up in answer to
what the Senator had said; and yet, Mr. President, we do know,
that if the whole amount of enrrency has been issued, and there is
£500,000 returned by a bank which has borrowed it, the ecur-
reney being replenished to that extent, that sum could again
be borrowed.

Mr. REED. Mr. President, T wish merely to clear this matter
up and then to resume at the point where I was interrupted, for
I am exceedingly anxious, if possible, to get this bill to a vote.
I think the debate has been quite long enough—of course there
is no way to limit it—and we do not want to stay here all sum-
mer over this little bill,

There is not a dollar of this currency that any bank can de-
mand as a matter of right; it is all within the discretion of the
;s.ecretinry of the Treasury. He can issue it or he can refuse to
ssue it.

That is the answer to all the argument we have heard for
the last 15 or 20 minutes. Here is the language of the Iaw.

' Following a provision which states how the banks shall organ-

ize currency associations and how they shall make their appli-
cation to the Comptroller of the Currency, there is a provision
which I quote:

The Comptmllet of the Currency shall immediately transmit such
aF'p!] on to the Secretary of the Treasury, with such recommenda-
as he thinks proper, and If, In the judement of the Secretary of

e Treasury, bu conditions in the locality demand additlonal
ctreulatlon. and if he is satisfied with the character and value of the
and that a llen in favor of the United States on the

secnrltim m deposited and on the assets of the banks composing the
associa will be amply suﬁcient for the pmtecttou of the United
States, he may direct an issue of additional eirculating notes to the
association, on hehalt of sueh bank, to an amount in his dise not,
howevlrer exceeding 75 per ee:tx of the cash value of the securities so

The last clause has been modified by a subsequent amend-
ment, but the others stand.

Now, Mr. President, winding up, if I may, this little side
issue, of course a bank at the end of three months could bring
to the Treasnry the currency it had obtainod and wind up the
transaction with the Government, and then could secure a new,
issue of currency, and in that way escape the additional inter-
est charge, always provided the Secretary of the Treasury saw
fit to renew the issue, which he would not be very likely to de
if he thought the bank was simply trying to beat the Govern-
ment out of a little interest.

Mr. WEST. Could the bank obtain a new issue of currency
on the same security it had deposited for the first issue?

Mr. REED. Undoubtedly. The bank could secure the ecnr-
rency by depesiting any good securities, and if the securities it
had on deposit were of the kind and eharacter required, it
could rehypothecate them.

Mr. WEST. I understand the Semator, then, to say that if
the bank obtained the meney at one-sixth of 1 per cent, saying
it was 2 per cent per annum—that is, one-sixth of 1 per cent
per month—after the expiration of three months, rather than
pay the ene-half per cent per month, it could pay up and use
the same securities in order to get an extension of three
months?

Mr. REED. The bank could do so if the Secretary of the
Treasury saw fit to let it, but I think the Secretary would very
promptly say, “ That is not business; if you need this money,
keep it and pay the additional half per cent.”

Mr. President, the whole question, I state again, that is now
before the Senate is whether we ought to start with a 2 per
cent rate or a 3 per cent rate. I assert the proposition, and

| shall undertake to demonstrate it, that Iif we cut the rate of

interest from 3 per cent to 2 per cent we shall simply present to
the banks obtaining this money that 1 per cent, and that what
we take off of the rate will acerue to the benefit of the banks
and not for the benefit of the country. Any rate that is charged.
by the Government accrues to the benefit of all the people; it
goes into the Treasury; while any reduction of that rate ac-
crues to the benefit of the banks. That is the proposition I
undertake to demonstrate, and I think a little thought upon
that matter will lead Senators to coneur in the opinion I bhave
stated. L T
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No bank can obtain of this currency more than 125 per cent
of its capital and surplus. A bank with a capital of $100,000
can only obtain $125,000 of this currency. Of course, if it ob-
tains the money it does so for the purpose of loaning it to its
customers. Now, a bank with $100,000 of eapital ordinarily
would have approximately $5,000,000 of leans. If any Senator
were acting as president of a bank having a capital of $100,000
and $5,000,000 of loans at 6 per cent interest——

Mr. WEST. Mr President——

Mr. REED. 1 hope the Senator will not interrupt me until I
get through with this sentence, and then I will gladly yield.
If you had $5,000,000 loaned out at 6 per cent interest and
you obtained $125,000 of this currency to be loaned to your
customers, could you reduce the rate on all of your $5,000,000
of loans from 6 per cent to 5 per cent in order to get $125,000

Mr. OVERMAN. Mr. President——
in currency?

Mr. REED. If the Senator will let me conclude that thought,
let us see just how that would work out in figures. If a bank
had $5,000,000 loaned at 6 per cent, its annual interest collec-
tion would be $300,000. If it were to obtain $200,000 of this
currency—I use that figure arbitrarily—it would have $5,200,000
to loan, and if it reduced the rate to 5 per cent its total income
would be $260,000, if T have figured it accurately in my head,
as we say, standing here. Thus it would lose $40,000 by
virtue of getting this additional money and it would be that
much worse off.

The question may be asked could it not reduce the rate of
interest upon the $100,000 or $200,000 that it obtains from the
Government? I answer no. The moment it wonld give a
special reduction in the rate of interest upon the $200,000 it
obtains from the Government, reducing that rate to 5 per cent
or 4 per cent, it would disturb the entire interest and discount
market in which it was concerned. It would inevitably result
in foreing a bank to make cuts to other customers if it did
that. The minute it becomes apparent to a banker that if he
obtains $100,000 of this currency and loans it out he must dis-
turb the whole interest and discount market and must cut in
on his own natural and legitimate profits, that banker is not
going to take a single penny of the money out. He would be a
very foolish man to do so. There is not any answer to that,
in my judgment, and I think Senators will agree with me if
they will just get the blood out of their heads and sit down
coolly and think about it.

Mr. OVERMAN. Looking at this matter as a cold proposi-
tion, let me ask the Senator a question, if he will yield to me.

Mr. REED. I shall be glad to yield to the Senator, although
I should yield first to the Senator from Georgian [Mr. WesTt],
who sought to ask me a question some time ago.

Mr. WEST. Mr, President, the Senator has stated that a
bank having a capital of $100,000 might lend $5 000,000. I think
the Senator's statement exceeds the limit that a bank ever loans
out upon that much capital. He evidently means $£500,000.

Mr. REED. - No; I do not; I mean there are plenty of such
banks, ;

Mr. WEST. I have never known of any in my section of the
country.

Mr. REED. I mean there are plenty of baunks in my section
of the country with $100,000 of eapital that have many times——

Mr., WEST. They must have an enormous surplus.

Mr. REED. Yes. I know a bank in my eity of $500,000 of
capital that at one time had $40,000,000 in deposits. I know
of a bank in New York City that has $200,000 ecapital, and I
wounld be afraid to hazard a statemeunt as to the vast amount
they have on deposit.

Mr. WEST. That must be the Chemical National Bank of
i\'e;v York, which has an enormous surplus, or at least it used

o have.

Mr. REED. Now, Mr. President, I yield to the Senator from
North Carolina.

Mr. OVERMAN. I merely want to say to the Senator that
his whole argument is based upon the supposition that the
banks will loan money always at a uniform rate of interest.
They do not do that, as the Senator knows.

Mr. REED. Not uniform; yet there is——

Mr. OVERMAN. "They loan money sometimes at 2 per cent
on call, or 3 per cent, or they will make arrangements to loan
money, depending upon the security, at 5 per cent to one person,
6 per cent to another, 7 per cent to another, and 8 per cent to
another. The Senator will admit surely that if 1 per cent is
removed from the tax the banker can loan the money at 1
per cent Jess.

Mr. REED. I do not admit it

Mr. OVERMAN. Does the Senator say that the banker can
not do it?

Mr. REED. I do not admit it, because of the practical diffi-
culties, Lest I should forget it later on I want to say to the
Senafor that if we could take this money, limiting the amount
so that there would not be a dangerous inflation, and if in this
exigency we could carry it directly to the people of the United
States without a penny charge and give them the benefit of it, T
would be delighted at that possibility.

Mr. OVERMAN. I would not, betause I do not think the
people ought to be given money in that way.

Mr. REED. Well, of course, I mean where they give proper
securlty. If it were possible, without the danger of inflation,

Jto carry this money to the people who need it without using

the banks as an instrumentality and without giving the banker
the rake-off and the benefit, I should be delighted to carry the
money to the cotton planter and the corn raiser and the man
engaged in any pursnit making it necessary to have money;
but that certainly is not practicable at this time.

Answering the Senator, it is true that banks have different
rates of interest for different customers, always controlled by
the facts surrounding the transaction. The man who is a large
borrower, a steady customer, a heavy depositor, of undoubted
credit, will, of course, get money cheaper than the man who
borrows a small amount, whose credit is doubtful, and who is
not a depositor in a bank. Between those two extreme cases
are all varieties and conditions. Nevertheless, however, there
is a basic rate of interest; and whenever you say to the banks
of your State, “ You can obtain additional currency from the
United States to an amount equal to perhaps about one-tenth
of your loans, but when you obtain it you must lower the rate
of interest,” the banker will say, “ I prefer my present rate of
interest, undisturbed, to the securing of additional money, the
taking of additional risks, and a disturbance of the entire inter-
est market.” Accordingly that gentleman will not come here
and get money. You can not compel him to do it. You will
make it to his interest not to do it.

Mr. OVERMAN. Then that is one way. to stop inflation, is
it not?

Mr. REED. It not only stops inflation, but it stops every-
thing. It stops any increase. If the Senator proposes now to
get up a scheme that will keep the banks from getting any of
this money at all, he has devised a beautiful scheme to do it;
and it is no answer from his lips that it would stop inflation,
because what he is demanding is more inflation. You ean not
argue both ways here. You can not be like the animal Mun-
chausen tells about that had a set of legs on its belly and an-
other set on its back, and when you chased it until the legs
on its belly grew tired it would whirl over on its back and run
on its back. You can not travel that way in the realm of logic.

Mr. OVERMAN. That is what I was complaining of the
Senator for—that he was traveling in that way, in that he
argued in one breath that my amendment would produce in-
flation and in the next breath that I was devising a scheme to
keep the money out of circulation.

Mr. REED. T have not even discussed the question of infla-
tion. The word has not come out of my mouth this morning,
except as I just now replied to the Senator and used it. The
Senator has me confused with somebody else.

I Mr. FLETCHER. Will the Senator yield to me for a sugges-
tion?

Mr. REED. Certainly.

Mr. FLETCHER. I simply wish to suggest that very re-
cently, I think about the 4th or 5th of August, Mr. Lloyd-
George rose in the House of Commons and said: “I want a
credit of a hundred million pounds.” It was voted very
promptly; and then he said: “ We will reduce the bank rate
from 10 per cent to 6 per cent, and we will have all banks closed
for three days in order to adjust themselves to these condi-
tions.” The reduction was made to 6 per cent. and then,
shortly afterwards, to 5 per cent.

Mr. REED. Yes.

Mr. FLETCHER. And that while the English Army was
mobilizing and troops were marching through the streets of
London to the front.

Mr. REED. Why, Mr. President, the Senator is too much of
a logician to put that as a parallel with the condition existing
in this country. In the first place, the Parliament of Great
Britain is all powerful. Great Britain has no constitution
such as we have. The Parliament of Great Britain can pass
any law it sees fit to pass and it is the supreme law of the
land. In the second place, the credits of England are largely
controlled through one great bank, the Bank of England; and
the Bank of England, by raising and lowering rates, can, of
course, affect the price of exchanges and the interest price all
over the kingdom. The Bank of England is in close touch
with the Government; and the Government did something the
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Senator did not tell us abont. It became the guarantor of the
\Bank of England and stood back of the entire transaction, and
has absolutely released the indorsers and the makers of ac-
ceptances to the amount of hundreds of millions of dollars, and
has agreed to earry them for the people.

Happily, we are not to-day in a condition where that {s neces-
pary. The point I am trying to impress upon the Senate is
that a reduction of the rate of tax levied by the Government
on this corrency will not go to the ultimate consumer, be-
cause the bank will not accept that money if, by acecepting it
and using it, it must cut its own profits upon a’l the large sums
of money it already has on hand and which it loans.

There is not any answer to that, Senators. We shall have
to settle this thing now upon Iits merits. I am not standing
here merely to argue a question. I repeat, if I could earry
this emergency currency directly to the people without the in-
terposition of a bank, I should be glad to do it, but under the
present circumstances we must deal through the banks.

There is another reason that ought to appeal to thoughtful
Senators—and I know that every man here in this emergency
wants to do the right thing—and that is that of the money the
bank now has on deposit and which it has reloaned a very
large percentage is interest-bearing money. It is the custom of
many of the great banks of the country to pay 2 per cent, or
anywhere from 1 per cent to 2§ per cent, upon checking ae-
counts. That is especially true of State banks and trust com-
panies, which It is proposed by one amendment which has been
suggested here to bring more thoroughly into the system. In
addition to that, many of the banks pay 3 per cent upon time
deposits, and in some Instances go beyond that figure.

Now. imagine yourself the president of a bank with $500.000
of money upon which you are paying your depositors from 2
per cent to 3 per cent and that money loaned out at a rate of
interest which will compensate you for your risk and leave
you a profit. Can you conceive. then, of your going to the
Treasury and getting: $200,000 of emergency currency and dump-
ing that into the market to destroy the Interest rate you are
obtaining, not only upon your general deposits, but upon these
deposits upon which you yourself must pay a rate of interest?
You will not do that. You will simply say, “ Well, I will go
on as I am now. I will not take any of this currency. I will
not bother with it. There is nothing in it but loss for me and
trouble for me, and accordingly I will pursue the even tenor
of my way."

When the banker does that, when banker A and banker B
and banker C and banker D do that, the result is that this
currency does not get into eirculation and does not reach the
cotton planter or the merchant who feels a necessity for it at
the present time.

I appeal to Senators to think of those things.

Mr. OVERMAN. Mr, President——

Mr. REED. 1 yield to the Senator from North Carolina.

Mr. OVERMAN. The amount of tax now required by the
Government on its deposits in national banks is 2 per cent,
is it not?

Mr. REED. The amount of tax?

Mr. OVERMAN. Yes; the amount of interest required by the
Government on its deposits in national banks.

Mr. REED. The Senator means that the Government re-
quires the banks to pay 2 per cent interest to the Government?

Mr. OVERMAN. Yes.

Mr. REED. Oh, I understand; certainly.

Mr. OVERMAN. Why should there be any different rate on
this than on that?

Mr. REED. I shall be glad to answer that question now if
the Senntor will permit me to do so.

Mr. OVERMAN. Before the Senator does I want to say this
to him: The Government has been depositing—we will call it
interest or tax, whichever you please—at a rate of 2 per cent
what are known as its deposits, and also crop-moving funds, in
the leading centers of the various States. In other words, it
deposited these funds in three towns in my State. It deposited
them in the large towns among the big bankers. The conse-
quence Is that the smaller bankers have never gotten any of the
benefit of this at all. They have gotten no benefit of this money,
and can not get it. The man that really ought to have this
emergency currency is the small eountry banker; and you want
to tax him 3 per ¢ent, when the big banker is paying only 2
per cent on the deposits made by the Government in his bank.
Is not that troe?

Mr. REED. Some of the statements of fact the Senntor
makes are aceurate; some of them would have to be qualified;
and with his logic I utterly disagree. In the first place, there
is absolutely mo parallel between the two conditions the Sena-
tor presents.

Mr. President, I think we eught to have a reasonable attend-
ance here, and I suggest the absence of a quorum.

The PRESIDING OFFICER (Mr. Myggs in the chair). The
Secretary will call the roll.

The Secretary called the roll, and the following Senators an-
swered to their names:

Ashurst Kenyon Overman Simmons
Brady Kern Page Smith, Ga.
Burton Lane Perkins Smith, Md,
Camden Lea, Tenn. Pittman Smoot
Chamberlain Lee, Md. Poindexter Sterling
Chilton Lewis Pomerene Btone
Crawford MeCumber Ransdell Thomas
Culberson McLean eed Thompson
Fletcher Martine, N. J. Roblnson Thoruton
Gallinger ers Shafroth Vardaman
Hughes Nelson Sheppard White
James Norris Shields Williams
Jones Oliver Bhively

Mr. THORNTON. I desire to announce the necessary absence
of the junior Senator from New York [Mr. O'GorMax] and that
he is paired with the senior Senator from New Hampshire [Mr.
gam.mum]. I ask that this announcement may stand for the

ay. i

The PRESIDING OFFICER. Fifty-one Senators have an-
swered to their names. There is a quornm of the Senate present.

Mr. GALLINGER. Mr. President, in behalf of the junior
Senator from Maine [Mr. BurLEicH], on account of personal
illness as well as the serious illness of his wife, I ask unanimous
consent that he be excused from further attendance upon this
session of Congress,

Tht; PRESIDING OFFICER. Is there objection to the re-
quest

Mr. REED. I could not hear it.

The PRESIDING OFFICER. The request is that on account
of personal illness and illness in his family the Senator from
Maine [Mr. BurrLEleH] be excused for the rest of the session.
Is there objection? The Chair hears none, and it is so ordered.

NEW YORK, NEW HAVEN & HARTFORD RATLROAD,

Mr. NORRIS. I ask unanimous consent for the adoption of
the following order.

The PRESIDING OFFICER. It will be read.

The Secretary read the order, as follows:

Ordered, That leave be h%mntad the secretary of the Interstate Com-
merce Commission to withdraw from the files of the Senate the mann-
geript of Senate Document No. 543, Sixty-third Congress, second session,
“ Evidence taken before the Interstate Commerce Commission relative
to the financial transactions of the New York, New Haven & Hartford
Railroad Co., together with the report of the commission thereon,” sald
manuscript being original papers filed with the commission,

The PRESIDING OFFICER. Is there objection to agreeing
to the order?

Mr. REED. I make no objection if it does not provoke dis-
cussion.

Mr, NORRIS. I will not insist on it if it provokes any debate.
I can not see that it will do so.

The PRESIDING OFFICER. The Chair hears no objection,
and the order is agreed to. I e

AMENDMENT OF NATIONAL BANKING LAWS.

The Senate, as in Committee of the Whele, resumed the con-
sideration of the bill (8. 6308) to amend section 1 of an act ap-
proved May 380, 1908, entitled “An act to amend the national
banking laws.”

Mr. REED. Mr. President, in closing my remarks I will
repeat the statement that a reduction of the rate of interest
from 3 per cent to 2 per cent will inure to the benefit of banks
and nobody else, and that the banks will not take out the money
at all if they must do it upon the condition of a general reduc-
tion in their rate of interest to their customers. I want now’
to show why 3 per cent is probably the correct figure.

First, it is not desired to induce banks to take this money
indiscriminately and for the purpose of making a large profit
to themselves. It is proposed to afford a situation which will
enable a bank whose customers really need money to obtain
that money in such a manner as, first, to reimburse the banlk'
for the risk and expense it takes, and, second, to limit the
amount which will be taken of the currency so far as it may be
limited without denying the ecountry the benefit of the system.

It is estimated that it costs a bank approximately 2 per cent
to obtain this eurrency, to loan out the money, and to settle at
the end of the transaction with the Government. I do not know
upon what those figures are based, but that is the estimate I|
have heard made. If a bank pays 3 per cent for money and if it
costs the bank 2 per cent to handle it, that is equal to 5 per
cent, and if the bank loans its money at 6 per cent, which most
of them do, particnlarly in the West and South, or at a greuter
rate, at 6 per cent the bank makes 1 per cent by the transaciion.
If it loans it at 7 per cent, it would make, of course, 2 per cent,
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and if it loans at 8 per cent it would make 3 per cent; but the
avernge bank gets about 6 per cent. One per cent profit for
handling the transaetion. together with the incentive to accom-
modate its customers, ought fo be a sufficient inducement to
the bank and o snfficient recompense to the bank.

I beg the Senate to bear two faets in mind. One is that it is
not intended to put this money out permanently. There are two
rensons for that. The first one, of course, is that a general in-
flation is not desirable. But the second ene, which at the pres-
ent time is perhups the meore powerful, is ithat the Federal
reserve system is about to be inaugurated. The details are
being rapidly worked out, and when that system is inaugurated
‘it is certainly to be hoped that there will not be a vast amount
of this particular form of emergency currency outstanding
which must be taken care of by the system and which will be to
some extent an annoyanee, If not a disturbance.

Within 90 days’ time the Federal reserve system ought to be
established, and when it is estnblished the burden of carrying
the finaneial affairs of the United States will be immediately
cast upon those reserve banks. The weight which has hereto-
fore been taken care of by the great banks of great eities will,
as soon as the system is established, be transferred to the Fed-
eral reserve banks of the country. When there is a demand
for gold that demand will be made upon the Federal reserve
banks, and whereas a few days ago, when there was a demand
for gold, the banks of New York assemnbled and determined to
raise something like $00,000.000 to take care of the obligations
of the eity of New York, when the Federal reserve bank is es-
tablished in the city of New York it is my opinion that if the
demand for gold should arise again it will immmediately be made
upon that bank. It is therefore of the highest importance that
when we are about to establish this Federal reserve bunking
system we should be in a pesition to do so upon the most stable
basis. Just in proportion as you scatter throughout the chan-
nelis of trade and commerce an emergency currency beyond the
absolute demands of the hour do you to that extent imperil this
great system which we all hope will bring so much benefit to
the country. And that is not a consideration fo be lightly
passed over and brushed aside. It is a problem now eonfront-
ing the Federal Reserve Bourd.

Then, T call the attention of Senators to another proposition
which I regard as of still greater importance, and 1 beg that
Senators will not allow themselves to be swept from their feet
by virtue of some local condit'on or for a single moment cease
to look upon the present finaneial eondition in its broadest possi-
ble aspect. Almost the whole eivilized world is plunged in a tre-
mendons war. Every day that war continues the productive
force of those great countries is at something worse than a
stamdstill, Consumption has been magnified by reason of the
enornious expense of moving armies and mumnitions of war, and
in addition to consumption is the mighty force of destruction
whieh is hourly striking down values. In eonsequence the finan-
cial system of Europe is trembling, I fear, upon the verge of
a precipice. The gold reserve of the Bank of England a few
days ngo—I think three days ago—according to the press re-
ports, wus down to 194 per cent. DIayments have been sus-
pended to a greiter or less extent in all the countries involved
in this titanie struggle.

With the exception of perhaps one other grent countiry, we
alone are enjoying the benefits and blessings of peace. Our
banking system and our currency system up to this moment
are not only stable but, if we make no mistakes, impregnable.
We cccupy the Gibraltar of the finaneial world.

If we continue to maintain wise and pradent counsels we will
dominate the financial world. In proportion a8 we maintain
those counsels will we make it easy to maintain our position.
What Investor is there in Europe who, having securities, a
part of them securities of a European country, a part of them
securities of this country, and being obliged to sell the one or
the other, would not prefer parting with those securities which
are menaced by this great war and prefer holding those securi-
ties which are protected by a flag that at once represents power
and peace and Industrial and finnneinl integrity? Aeccordingly.
if we do not shake the confidence in our own system investors
abroad will naturally prefer Ameriean securitiess. Rut shake
confidence abroad in our system, adopt the policy that was sug-
gested by a question a few moments ago of declaring a mora-
torinm and other extreme mensures- and instantly this country,
now in a condition of profound pence. will have placed itself
upon the finaneinl level of countries involved in dendly war.

Henators ought not to want to Introduce the slightest element
of danger at this time of all times in the history of the United
States, when we can best afford to move with care and eaution.
This is the supreme moment.

Now, what should we do? I think the plan that has been
devised by this board, who have given much painful thought
to the question, is a wise one. It is to permit the banks to
obtain currency under the Aldrich-Vreeland Aet upon the class
of securities they now have. As I stuted the other day, many
of the banks of the great cities have the bonds which the present
Vreeland-Aldrich Act specifies. Upon those bonds, whieh they
bave in their vaults, they have been able to obtain already much
assistance through this emergency currency. But the banks of
the country, the banks of the S8outh ond of the West, indeel of
the great interior everywhere, do not ordinarily carry a large
number of bonds which may be used for security. The propesi-
tion is to permit those banks that do net have the bonds or do
not wish to use them to use, in lieu of the bonds, up to the
amount of 76 per cent, the commercial paper they already have
in their vaults. Now, that is the thing that immedintely will
benefit the South. The Senator from Georgia shakes his bead.

Mr. SMITH of Georgla. If you extend it to the State banks,
it will benefit the South. .

Mr. REED. You mean it will go forther if it is extended to
Stute banks, but you do not mean that the South can not get
any benefit, because the Senator is too candid a man to say that
no benefit can eome from it.

Mr. SMITH of Georgia. I do not say that they will not have
some benefit, but they will have incomparably mere when it
goes to State banks,

AMr. REED. That is a question which we will discuss when we
get to that question. I am now simply——

AMr. SMITH of Georgia. 1 am perrectly satisfied with the 3
per cent if the State banks do not have to go to the national
banks to try to borrow the money. If we can get it to all who
neerl it without having to filter it through two banks, I do not
mind 3 per cent so much. That is why they are involved with
each other.

Mr. REED. Of course, I do mot object to the interruption,
but I would prefer discussing that as a separate proposition,
1 do not think they are involved together at all.

This bill will enable any bank that is a member of any cur-
rency fssoeciation, and, indeed, banks that are not members, to
bring their promissory notes fo the Secretary of the Tre:sury
and upon those notes to obtain this money. So that will im-
nediately benefit those banks. Yet, strangely, that proposition,
which enables a bank to use its good security, was opposed upon
this floor yesterday by men who now clamor for a reduction of
the rate of interest.

I say again, as I have already said, by substituting the com-
mercial paper of the bank as security for the bonds we tuke no
radical step, because that is the class of securities we propose to
nse a8 the basis for all the money that is to be issved under
the Federal reserve act, and by this means we do enlarge the
opportunities of the national banks.

I come now for a moment to the statement of the SBenator
from Georgia [Mr. SmiTe]. and I want to advert to it for just
a moment. The Senator states that if this bill was so drawn
that the State banks could obtain the benefit of it, it would suic
him better. Nevertheless there must be a benefit coming to the
State of Georgia. In the first place, the State of Georgia has
a large number of national banks. All her national banks can
avail themselves of this bill direetly. I do not know for the
moment how many national banks the State of Georgia has.

Mr. POMERENE. If the Senator will permit me——

Mr. REED. I yield.

Mr. POMERENE. Under the statement which the Senator
from Missouri Incorporated in his remarks yesterday Georgia
would be entitled to eurrency to the amonnt of $15952,000.

Mr. REED. I remember the tabulation I put in the Recerp.
The banks of Georgia have that power. The number of na-
tional banks In Georgia I do not hive before me at the present
time. Ineidentally, I remark in passing that the national banks
of North Corolina are yet entitled to $6,922.000. The Senator
from North Carolina will find that on page 14858 of the REcoRD.
If there is a real demand for this money, it is inconceivable to
me that the national bunks in these two great States will not,
when we have permitted them to use their ordinary commerciat
puper 88 seenrity, come to the Treasury and get this money.

Mr. OVERMAN. Will the Senator yield to me?

Mr. REED. T yield.

Mr. OVERMAN. 1 think I can show the Senator from Mis-
souri that under his statement, adopting it as true, and I think
it fs true, it will be impossible for the Stute banks of my Stute
to get any of this money.

Mr. REED. I have not spoken of the State banks.

Mr. OVERMAN. I menn that the State banks will not reap

any benefit from this legislation. That is what I mean.
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Mr. REED. I am talking about——

Mr. OVERMAN, The Senator will understand me in a mo-
ment. )

Mr. REED. Yes.

Mr. OVERMAN. The Senator read a statement yesterday
showing that the South was entitled to $160,000,000 of this cur-
rency. He also showed that $250,000,000 had been taken out
by the great cities,

Mr. REED. Oh, no; the Senator is mistaken.

Mr. OVERMAN. A large amount. How much was it?

Mr. POMERENE. The amount is $150,000,000 altogether.

Mr. REED. The Senator has the statement before him on
page 14858 of the RECORD,

Mr. OVERMAN. One hundred and fifty-four million dollars?

Mr. REED. Yes.

Mr. OVERMAN. In other words, most of this money has
been taken out by the great centers.

Mr. SHAFROTH. The amount is $256,172,030. That is the
total. 4

Mr. REED. That is to-day, but the statement I have here,
g0 that the Recorp will be clear, was of the 20th of August, I
think.

Mr. SHAFROTH. Of that New York City had $126,549,530.

Mr. OVERMAN. Showing that the great New York City
alone out of $250.000,000 got 126,000,000 in round numbers.

Mr. REED. Will the Senator let me tell him why right now?
It was for two reasons. First, of course, there was an unusunal
demand there, a pressure, but New York City banks had the
bonds to put up.

Mr. OVERMAN. Exactly. 9

Mr. REED. Now we propose to accept a class of security
that your banks have and that the banks in my town have.

Mr. OVERMAN. Only $8.000,000 have been taken out of
$160,000,000 in the whole South.

Mr. SHAFROTH. Obh, no, Mr. President.

Mr. OVERMAN. That is the way I understand it.

Mr. SHAFROTH. The smount which the Southern States
have taken out is $125,163,2538,

Mr. OVERMAN. One hundred and twenty-five million dol-
lars out of $256,000,000.

Mr. SHAFROTH. Yes.

. Mr. OVERMAN. The point I am getting at is this: The Sen-
ator said they take 2 per cent of this money to handle it, and
they then pay a tax of 3 per cent. The national banks are
taxed that money upon the security the Senator from Missouri
talks about. That will make & per cent the actual cost. Is not
that right?

Mr. REED, My understanding is that that is approximately
right.

Mr. OVERMAN. That is, it costs a national bank 5 per cent
to get this money. The national banks get it, and the State
banks now want some of this money. They can not get it under
this bill at less than 6 per cent unless you adopt the amend-
ment of the Senator from Georgia.

Mr. POMERENE. Mr. President——

Mr, REED. In the 2 per cent that I spoke of as the cost
was ineluded the eost to the bank not only of getting the money
from the Government but of loaning the money and collecting
the money back and handling the entire transaction.

Mr. OVERMAN. Exactly, but it costs the national banks
5 per cent to handle the money.

AMr. POMERENE. If I may be permitted, the Senator said
n moment ago that it would be impossible for State banks to
get any of this money.

Mr. OVERMAN. I am talking about my own State.

Mr. POMERENE. If the banks in the Senator’s State are
very anxious to have any of this money it is a very easy matter
for them to reincorporate under the national banking aet.

Mr, OVERMAN. You want to force the State banks in North
Carolina to do that. There are three times as many State
banks as there are national banks, and our people are proud of
our State banks, and in the panic when the national banks went
to the wall there was not a State bank in my State that went
down. We like our State banks. We do not want to be forced
by the National Government to go into national banks.

Where our State banks have $20,000,000 there are only $10,-
000,000 in the national banks.

Mr. POMERENE. It is a question of the State banks asking

for a privilege which belongs to the national banks. The na-
tional law has provided the terms and conditions upon which
they may come in. If they desire to benefit their people and if
that is the only way they can be any benefit to them, the door
is open for them.

Mr. OVERMAN. Yes; by becoming natlonal banks, and they
do not propose to do that.

Mr. SMITH of Georgia. If the Senator from Ohio will allow
me to reply, just for a moment, I will say that I am just as
proud of our national banks in my State as I am of our State
banks. There are reasons why some of our big State banks,
however, do not nationalize. They conduct a class of continued
loans to farmers on real estate which they could not do under
the provisions of the national banking law. They also extend
Iarger credits to individual customers than the national-bank
laws allow.

Mr. POMERENE. The provisions of the Federal banking act
in regard to farm loans, however, are very much more liberal
than they formerly were.

Mr. SMITH of Georgia. Oh, yes; we liberalized them very
much under the Federal reserve act; and a number of our State
banks, I know, are arranging within the next 12 months to ad-
Just their system of loans to the new currency law. Then they
expect to come into the Federal reserve system; but they can
not nationalize at present on account of the character of securi-
ties which they hold and loans that they make,

Mr. REED. What was the question which the Senator from
North Carolina intended to ask me?

Mr. OVERMAN. I have been trying to get at it, but I have
been interrupted too frequently. My friend from Ohio [Mr.
PoxmereNE] thinks this legislation is for the benefit of the banks
and not for the benefit of the people.

Mr. POMERENE. Mr. President, I am quite sure that the -
proposition which is now pending before the Senate, and which
is embraced within the Senator’s own amendment, is wholly for
the benefit of the bankers and not for the benefit of the people
of his own State.

Mr. OVERMAN. The Senator says this proposed legislation
is for the benefit of the banks and not for the benefit of the
people. I stand for the people in this matter, but I wish now
to go on and ask my question.

Mr. REED. I am waiting now to hear it.

Mr. OVERMAN. The Senator’s statement was that it cost 2
per cent to handle this money, and that the tax is 3 per cent,
which makes 5 per cent. The national bank gets it at 5 per
cent ; that is the amount it is taxed before it can use any of this
currency at all. Then that leaves 1 per cent profit. If the
State bank wants money from the national bank, and the
national bank desires to grant the accommodation to the State
bank, it will cost the national bank 2 per cent to handle it, and it
will cost the State bank 1 per cent to handle it. That makes 6
per cent, and the State bank could not loan it at all, because the
legal rate of interest in my State is 6 per cent, and everything is
forfeited if money is lonned at a greater rate of interest than 6
per cent. So the State bank could not get any money, and,
therefore, could not loan it, because it could not profitably loan
it except at a higher interest rate than the legal rate. Is not
that true, according to the Senator's own statement?

Mr. REED. I ask the Senator from North Carolina if that
is the question?

Mr. OVERMAN. Yes; I ask if that is-not true?

Mr. REED. I do not think that necessarily follows; but
again I say I will join with the Senator from North Carolina
now in his statement—not his argument, for his argument is all
in favor of profits for the banks——

Mr. OVERMAN. Oh, not at all

Mr. REED. In his statement that he stands with the people,
and that he wants the people to have the benefit. I will get
on that platform with the Senator and discuss this question
from that phase, .

Mr. OVERMAN. The Senafor has already discussed it in
the interest of the bankers.

Mr. REED. I have not discussed it that way.

Mr. OVERMAN. But the Senator did admit that if the
bankers got their money at 2 per cent they could lean it at 1
per cent lower than they could if they paid 3 per cent

Mr. REED. Mr. President, I have not made the statement
which the Senator attributes to me. I have not discussed this
question from the standpoint of the interest of the banker. I
have not said that this was for the purpose of beuefiting the
banker. I said distinetly, at least a half dozen times, until I
was tired of hearing myself say it, that if I could carry this
currency to the people without the interposition of a banker at
all I would do so.

Mr. OVERMAN. The Senator did say that; but he said
further that the adoption of my amendment would be 1 per
cent in the banker's pocket.

Mr. REED. I did say that as to the Senator's amendment; I
say that is all there is in the Senator’s amendment.
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Mr. OVERMAN. The Senator said it a dozen times.

Mr. REED. I did not understand the Senator to mean that
I was making that charge against him. I thought he was mak-
ing it rs to me.

Mr, POMERENE. Mr. President, it can hardly be said that
because the Senator from Missouri is insisting on banks paying
a tax of 3 per cent interest instead of 2 per cent, therefore he
is favoring the banks.

Mr. OVERMAN. We had that up and down. That is whnt
I intended to say to the Senator, and what the Senator stated
a half dozen times.

me at all. I have said that his amendment is an amendment
which will increase the profits of the banks, and, in my opinion,
will not do any good to the people.

The Senator comes to the guestion of the State banks getting
a benefit. We are not concerned in benefiting the State banks—

that is my answer; we are not concerned in benefiting any

bank: we are concerned in gefting this money to the people;

and I assert that there is not a Stale in this Union In which, if |

the national banks have plenty of money, finincial conditions
will not be easy. You can not, any of you, assert to the con-
trary.

Mr, SMITH of Georgia. They would be easier or easy?

Mr. REED. That they would be easy. We have in my State
over 1,300 State banks and trust companies; we have, if I re-
member aright, 315 national banks. I reserve the right to
amend those figures, for I am stating them from memory. I
have labored assiduously to deo everything within my limited
power to make it easy for State banks and trust companies to
join the Federal reserve system. The law—and I am now
speaking of the Federal reserve act—contains provisions look-
ing to that end. all of which I favored along with other mem-
bers of the committee and the Senate.

I drew the little smendment which appears at the end of the
1aw of August 4, permitting State banks to come into the system.
The amendment was offered in the House of Representatives,
but it happens that I drew it; after some conference it was taken
over there, and I think it was passed as I drew it. So I am
not trying to fight the State banks and trust companies; for
this moment I am arguing the narrow question of whether if
we carry this plan through, so that the national banks get the
benefit, the people will also get the advantage of the better
financial conditions.

I aftirm that if all the national banks in my Staie have plenty
of money there will be no great difficulty in getting along, and
if all the national banks of Georgia or North Carolina have
plenty of money there will be no great difficulty in getting
along, even if the State banks and trust companies do not get
any from the nationnl banks; but I do not think that it fol-
lows at all that a national bank may not be able to accommo-
date a State bank, assuming the correctness of the mathemautics
of my friend from North Carolina in his interruvgatory to
myself.

You start with the proposition that the Government is to ob-
tain 3 per cent tax and that it costs a bank 2 per cent to
gather its securities together, to secure on them the emergency
currency. loan that currency to its customners, coliect the notes
of the customers, gather up the emergency woney or its eguiva-
lent, earry it to Washington. and close the transaction. We
are assuing that that costs 2 per cent. As [ stated when I
used that term. I had heard that estimate made; I do not
vouch for its nccuracy, but let us assume it to be true. That
iz a totnl of & per cent.

It does not follow at all that a bank eould not afford to loan
some money to a perfectly stable and sound State bank or
trust company upon that margin. Indeed, 1 think the differ-
ence between 5 and 6 per cent is sufficient margin, because it
does not take the whole 2 per cent in that event to eover the
expense. It is a very different thing for & bank to take $100,000
of money and loan it to a sister bank from what it is to lonn
it out to twenty or thirty or a hundred or five hundred cus-
tomers and collect it.

Mr. OVERMAN. Right there, Mr. President, I wish to say
the Senator is getting to the idea that I intended to convey to
him: that is, that the national bank can afford to loan this
money at 6 per cent. 1 agree to thnt. Now, the State bank
has got to loan that money and get something for its trouble.

Mr. REED. The Senator did not understaind me. I elaim
that the national bank, paying the Government 8 per cent, can
loan the money to a State bank at less than 6 per cent. It
does not in that case cost the snme amonnt to handle that loan,
and there is a 1 per cent margin in any event.

Mr. OVERMAN. Mr. President, T have heard it stated, just

as the Senator has said, that it costs 2 per cent to handle this

money.

Mr. SMITH of Georgia. But, Mr. President, if the Senator
will allew me to interrupt him——

The PRESIDING OFFICER (Mr. Wesr in the chair). Does
the Senator from Missourl yield to the Senator from Georgia?

Mr. REED. I do.

Mr. SMITH of Georgia. If we now put into succinet law the
provision that the Senator himself drew, it will not be neces-

| sary for State banks to borrow from the national banks; and
Mr. REED. As the Senator now makes the statement, and |
as I now understand it, there is no guestion between him and

I want to supplement his argument with that thought.

Mr. REED. Mr. President, I understand the nature of the
Senator’'s suggestion, and I ean not help but appreciate—I do
not want to say the cunning, because I would not attribute that
to the Senator—but the very shrewd way in which he puts it
When we come to that guesiion I shall deal with the Senator
and the Senate with very great frankness, but just at present
we are discussing the question of the interest rate. Now, let us
look at this matter frankly and fairly.

Let os assume that the State banks and trust companies in
some instances might not get this money from the national
banks, so¢ much the more reason for them to join the system.
They are not obliged to surrender their State charters to join,
but they are obliged, if they do come in, to submit at least to an
inspection and to the regulations that may be prescribed by the
Federal Reserve Board.

Mr. OVERMAN. The Senator does not intend to force them
into the national system; but has it not been the policy of this
Government to try by every manner of means to force the State
banks to come in, and was not this rate put at 3 per cent in
order to exert pressure on the State banks to get them to come
into the system?

Mr. REED. Nobody thought .of the State banks when 3 per
cent was fixed.

Mr. SHAFROTH. Mr. President——

The PRESIDING OFFICER. Does the Senator from Mis-
souri yield to the Senator from Colorado?

Mr. REED. 1 yield.

Mr. SHAFROTH. Mr. President, the original rate was §
per cent, and it applied only to the national banks. The redue-
tion was made to 8 per cent without modifying the law in rela-
tion to State banks at all; and consequently it applies only to
national banks.

Mr. OVERMAN. Is not the opposition to the reduction of the
rate based on the idea of forcing the State banks into the Fed-
eral system?

Mr. SHAFROTH. No, Mr. President; the power of this Gov-
ernment is such that, if it wanted to do so, it could force the
State banks now to come into this system.

Mr. OVERMAN. How?

AMr. SHAFROTH, The Government could do so by laws, just
as they put a 10 per cent penalty on the State bank-note issues.

Mr. OVERMAN. I do not know how they would by law force
State banks to come into the reserve system.

Mr. SHAFROTH. A great many persons thought that it
conld be done, although it was not expedient to attempt to do it.

Mr. REED. Now, Mr. President, we have discussed every-
thing except the question: let us discuss the guestion. There
has been no attempt to coerce State banks and trust companies,
but if there had been. it would have nothing to do with this
interest rate. If the State banks and trust companies want to
come into this system, they can come in to-morrow. I have
voted for the proposition to allow a State bank to come in with
only $15.000 in eapital, and a bill which has been reported here
following the hill now under cousideration permits them to come
in with only $15.000 of eapital, provided that within 18 months
they will bring their capital up to the minimum for national
banks, to wit. $25,000. Instend of hardships being put upon
State banks and trust companies, every effort has been made to
help: but now in this hour when they are coming to the Federal
Government, under whose laws they have scorned to orgnnize,
asking for help, it comes with a poor grace for them to complain
that they are simply put upon the same basis as a national
bank. The door is wide open, and they are invited to join the
system, and I am in favor of making the sysiem strong by
bringing in all the solvent banks of the country, not by coercion
bat by inducement.

But, Mr. I'resident, as has been well said by the Senator from
Colorando, when the 8 per cent tnx was seltled upon no one
drenmed of the State bunks or thought of them. It was pro-
posed to reduce the amount from 5 per cent to 3 per cent in
order to make it profitable to tanke out this.currency to a limited
amount. ‘Starting at 5 per cent, and adding the cost of getting
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the money out, imposed such a burden that the banks did not
avail themselves of the privilege afforded by the law. We then
proceeded a step further, or are trying to proceed a step further,
and propose to allow-the banks to use their commercial paper
instead of bonds. The only difference is that the Senator wants
to take one additional step more, and I think that it is unwise
to do so; I think it is unwise for all the reasons which I have
offered. We ought not to let too great an amount of this cur-
rency out. I would feel more like letting it out if the benefits
could go to the people; and yet everybody who has stndied
financial problems at all knows that you can make money so
cheap that it is not worth anything.

Mr. SMITH of Georgia. Mr, President:

Mr. REED. I yield to the Senator from Georgia.

Mr. SMITH of Georgia. Mr. President, I merely want to
say to the Senator that if we can feel any assurance that we
will have the support of himself and the committee in an effort
to give the State banks the opportunity of coming in, I think
the sentiment would be almost unanimous in favor of sustain-
ing the Senator's view as to the 3 per cent rate.

Mr. REED. Enable the State banks to come into the Federal
system? ;

Mr. SMITH of Georgin. To enable them to take advantage
of the Aldrich-Vreeland Act upon the lines of the amendment
which the Senator himself has heretofore presented. I under-
stand that the difficulty about it then was that the department
was advised that the language was not sufficiently specific to
relieve the notes of the State banks from the 10 per cent tax.
The little amendment which I am going to present in a few
moments follows the line of the amendment of the Senator
from Missouri and specifically declares that these notes are not
to be subject to that 10 per cent tax. If we could get that—
and I do not see any objection to it—I would rather reduce
the per cent of currency that the national banks may receive,
if it is feared that there is going to be too much issued, and let
the State banks share the privilege, too, because that will carry
the currency, in my judgment, to the people.

I do not mean that there is not a benefit from the currency
that you let the national banks have; I do not mean to say that,
I did not mean to say that before; but they finance more gen-
erally very large enterprises; they finance our big oil mills, our
big cotton factories, our big mercantile transactions, while the
State banks are largely connected with the agricultural inter-
ests, because the State banks have unlimited power to take
mortgages, and they frequently loan mouey on mortgages. Of
course, the new currency law liberalizes that feature, and some
of the largest of our State banks assure me that they are ar-
ranging their business just as soon as possible to close out the
class of assets that are not recognized under our Federal re-
serve system and come into the Federal reserve system; but
they do need this relief now, and they need it very much. It
will earry the monev to the people, and I hope the Senator will
help us in that effort. 3

Mr. REED. Mr. President, does the Senator think that a
perfectly solvent State bank or trust company in the city of
Atlanta, desiring some money and having good security, could
not go to the national bank with which it has been constantly
doing business and obtain the accommodation?

Mr. SMITH of Georgia. I know that the national banks in
Atlanta have been utilizing all their extra currency for the
bhenefit of their regular correspondents and their large clients.
I know that a number of our large State banks, some with
capital and surplus as much as a million dollars and others
with $250,000 or $300,000 eapital, have not been in the habit
of doing business with Atlanta national banks at all. They
have never borrowed from them; they could probably get some
money from them if they had plenty of it, but they would have
to pay a higher rate than they ought to pay for it. I think
they ought to be admitted to the issue of emergency currency
on the same basis as national banks.

Mr. REED. Without coming into the system?

Mr., SMITH of Georgia. This bill does not relate to Federal
reserve money at all; it relates to Aldrich-Vreeland emergency
currency, to the privilege which national banks have under
that act of issuing their own notes.

Mr. REED. What assurance has the Government when it
issues this money to these banks that they are solvent? What
does it know about them? How can it know anything about
them? I want to say this in advance, that the policy has been,
and the policy now is, not to issue these notes to individual
banks, but to currency associations.

Mr. SMITH of Georgia. The State banks will have to join
the eurrency association in their State; they will have to come
into that currency association.

Mr. POMERENE. Mr. President, may I ask the Senator
what authority would the State banks now have to join a cur-
rency association? Would not an enabling act from the State
legislature be required? .

Mr. SMITH of Georgin. It would not. There is not a State
bank in my State covered by the amendment that could not join
a currency association at once.

Mr. POMERENE. If that is true—

Mr. SMITH of Georgia. That is true.

Mr. POMERENE. There must be some special provision in

your code which authorizes them to do so. Ordinarily a State
bank would be acting ultra virves if it attempted to join such an
association.

Mr., SMITH of Georgia. The law of the State of Georgia

authorizes- the State banks to comply with any national regula--

tion applicable to the issue of currency, and generally gives
them the authority to do so. So far as my State is concerned,
that right exists clearly. The State banks would be compelled
to come into the local currency association, the securities they
put up would be subjected to scrutiny, and the whole of the
currency association would become liable for every note any one
of the State banks receives. The notes would be just as good
as any issued to any bank in a currency association, because
each bank would be liable. I personally know that the commit-
tee of the currency association of Atlanta is exceedingly careful
about what kind of paper it passes, and it turns down a great
deal of it.

Mr. REED. That, of course, is the next question that wiil
confront us. My desire now is to seftle one matter at a time.
The two are not intermingled in any way, not related in any
way. I rose to speak about 10 minutes, and I could have stated
my views in that time if I had not been interrupted, but we
got into a general running debate, which may or may not have
done some good.

I repeat that the members of the Federal Reserve Board
after due consideration think that 3 per cent is the correct rate;
indeed, some of them have stated that it is possibly too low;
that there i some danger of so much of this money being issued
that it will embarrass us in the organization of the Federal
reserve banks. I regret that we could not have passed this
bill withonut much discussion. However, discussion [s always
illuminating, and we seem to have the whole summer before us.

Mr, President, if no one else desires to speak I eall for the
question. :

Mr. BURTON. Mr. President, this question has already been
debated at considerable length, and it is with some reluctance
that I protract the discussion or say anything which shall be
interpreted as placing me in opposition to rendering a benefit
to the very important cotton industry; but it does seem to me
that the Senate fails to realize the danger of a redundant cur-
rency, which is threatened by some of these pending proposi-
tions. A very simple bill was introduced here to change the
law with reference to the amount of circulating notes depend-
ing upon commercial paper issued under the Aldrich-Vreeland

-Act. The original provision of the law was:

That no national banking association shall be authorized in any event
to issue circulating notes based on commercial paper in excess of 30
per cent of its unimpaired capital and surplus.

In the same statute there was a provision—

That the total amount of ecirculating notes outstanding of any
national banking association ® * ° shall not at any time exceed
the amount of its unimpaired capital and surplus.

An amendment to the law has already been adopted by which
circulating notes may be issned to the amount of 125 per cent
of the eapital and surplus. This amendment contemplated
that the notes might still be issued upon two classes of se-
curities, namely, commercial paper and bonds, but the guantity
which could be issued against commercial paper remained at
30 per cent.

This pending bill, which was the original measure before us
at the beginning of the discussion, sought to raise the limit from
30 to 75 per cent. An amendment was proposed making the
percentage 80 per cent. It seems to me 80 per cent is too high.
The Senate has already voted on this proposition making
the proportion of capital and sorplus which may be issned
upon commercial paper 75 per cent, although it is evident that
some legislation of that kind ought to be adopted providing
for a larger quantity of commereinl paper as security for notes,
because otherwise the benefits of the act would accrue to the

larger banks and banking institutions loented in the more ad-

vanced and wealthy localities, since such banks are able to
carry a large amount of bonds, Commensurate benefits would
be denied to the smaller banks in the agrienltural regions of

the country unless they were authorized to utilize their com-

mercial paper to a larger extent,
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* The pending proposition is to diminish the rate of interest
or tax which banks must pay upon issues of currency Il:om 3
per cent to 2 per cént per annum for the first three months.
I think the fundamental errors of this proposition and of
many of those now proposed arise from an exaggeration of the
usefulness of the mere issuance of paper currency.

The quantity of paper currency which can be issued and suc-
cessfully utilized must always depend upon available capital
and upon the condition of credit. It goes without saying that
paper notes do not add to the wealth of the world; they <o
not add to the facilities for business except in cases where the
quantity of the instruments of exchange is reduced by hoarding
or by other exceptional conditions. ’

The conditions which have been described in regard to the
cotton trade, much as we deplore them, emphasize the fact that
the crop is not now so available as it has been in other years.
There is a wide difference between the utilization of a com-
modity as a basis for credit or indirectly for circulating notes
when it can be readily disposed of, on the one hand, and on the
other hand, when its sale must be long postponed no matter
how great its intrinsic value may be. It is credit that is re-
quired, or the extension of credit, to tide over the cotton pro-
ducer during this time of slackened sale, rather than the issue
of the additional money. g

I do not deny that some quantity of paper money in addition
to that now available would be useful; but that, after all, is
not a panacea which will remedy this situation. 'We must come
to this fundamental principle: The issuance of paper money is
a most important function. No institution ought to be allowed
to issue it except under the very strictest regulations. We
passed this emergency act in 1908 for a special purpose and to
meet unusual conditions; but from the propositions pending
now in the Senate it apparently is expected this will become
part of the permanent currency policy of the country. It has
been said to-day that it is expected the operation of the Aldrich-
Vreeland Act will be exteiided after June 30 next. Mr. Presi-
dent, I sincerely hope that that will not be done.

Mr. SMITH of Georgia. Mr. President, will the Senator
mention by whom that is claimed?

Mr. BURTON. The Senator from Utah [Mr. Smoor] was
one, and I thought one or two others.

Mr. SMITH of Georgia. Did he mention it with approval,
with the idea that he desired it?

Mr. BURTON. I so understood him.

After prolonged consideration we have recently framed a
Federal reserve act which provides a currency system for this
country. We ought to rely upon it. If It Is faulty, let us
remedy it; but let us not depend for our currency supply on any
mere makeshift, - : A )

I related yesterday at some length the original  intention
in the passage of the Aldrich-Vreeland Act. It was never in-
tended that any money should be issued under it to meet the
ordinary commercial conditions in the country. Nor was it ever
intended that this eurrency should remain out except for a few
months; but now, it seems, we are to pass by our gold currency,
our silver currency, our currency under the Federal reserve act,
and have still another variety, and that as a permanent part
of our circulation.

Mr. President, the characteristic feature of our currency sys-
tem to-day is its motley character. . We have gold; we have
gold ceftificates; we have silver dollars; we have silver cer-
tificates; we have greenbacks, ageregating about $346.000,000,
but which are supported by a gold reserve of $150.000.000; we
have the national-bank currency, amounting to $309,000,000, ac-
cording to the last statement; we have still outstanding some
of the currency certificates issued under the act of 1890, pro-
viding for the purchase of silver bullion. Of these last-men-
tioned notes there are outstanding only a small gquantity, it is
true, but they still constitute one variety of our currency. We
already have out, according to some estimates, two hundred and
fifty millions of eurrency under this emergency act. That makes
elght kinds or types, and just as soon as the Federal reserve act
is in operation we shall have a ninth class of currency. 3

Mr. President, no other country in the world has such a
variegated system of money as that, and it is in every way an
undesirable and disadvantageous system. I hope that when the
1st of July of next year comes these emergency notes will be
superseded by other varieties of eurrency. If not, T am in-
clined to think they will be a menace to our whole financial
system. They will raise prices, though they may temporarily
lower rates of interest; great difficulty will be encountered in
providing for their redemption; and we shall have a condition
fkin to that-when the greenbuacks were in clreulation during
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the hcaiﬂl War and later, though I trust it may not be as bad
as that.

_ Mr. President, it has been very ably argued by the Senator
from North Carolina and others that there ought to be no tax
on these notes when they are first issued. - 7 ;

‘Mr, OVERMAN. Mr. President, if the Senator will yleld to
me, I did not say that. I said for the first three months. - -

Mr. BURTON. I thought I said “ when they are first issued,”
and I believe I did so state. For the first three months, then.
Now, as a broad economic principle I will concede that it is
hardly logical to impose a tax or rate of interest on circulating
notes. - Generally speaking, if you have a permanent system
under which bank notes are issued, the amount of that tax falls
upon the borrower and proportionately. raises rates of interest;
but let us examine for a minute the difference between the gen-
eral principles which have been accepted and the present prob-
lem présented by this emergency act. Let us, for instance,
compare the bank notes which are to be issued under the au-
thority of the Federal Reserve Board with the Aldrich-Vreeland
notes.

Every dollar of the proposed Federal reserve notes must he
represented by commercial paper, buf, in addition, a gold re-
serve of 40 per cent must be maintained against those notes.
Whenever the note of any one of the Federal reserve banks is
presented, though first paid at the National Treasury or by
another Federal reserve bank, it-must be immediately paid for
in gold by tue Federal reserve bank issuning it; and so under
any rational system and under any sound and stable financial
system whenever a piece of paper money is issued there must
be available at the bank or institution which issues it enough
gold for its immediate redemption.

That is not the case with these notes. There is simply a
small reserve put up against them. Primarily, the burden of -
their redemption is carried. by the Government of the United
States. Most fortunately, I think, we are seeking fo supersede
this long-existing custom, under which those who issue paper
money do not have the responsibility of maintaining gold re-
demption, by one in which prompt redemption must be made.
But in such a case as this, under the Aldrich-Vreeland law, it is
absolutely essential that a tax be levied in order to prevent in-
flation. It is just to the people as well, because the institution
that issues the paper money has an exceedingly valuable privi-
lege. One question has been much discussed—who would get
the henefit of this proposed lowering of the tax from 3 per cent
to 2 per cent? :

-+ Mr. President, if the Aldrich-Vreeland Act were the perma-
nent system for the issuance of paper money, if the borrowing
and lending of money should be adjusted to it, it may be con-
ceded that probably the borrower would get the benefit of the
lower rate of interest; but these notes are to be issued for a
few months at most and under exceptional conditions, and is it
not inevitable that the banks will get the benefit of the lowering
of the rate from 3 to 2 per cent? The resources of the banks
would be of a varied nature. Part of them would be derived
from these bills, part from deposits, part from their capital and
surplus, part possibly from loans of money which they contract
to be reloaned to their customers. :
- It is probable that the banks will select out this fraction of

their resources and lend that at a lower rate than the rest or
determine from it their terms to borrowers? Is it probable
that the gemeral conditions which settle the rates of interest
in this whéle country, with its enormous mass of discounts,
will be so affected that the banks will grant lower rates because
of the trivial reduction from 3 to 2 per cent on this compara-
tively small proportion of their resources? ' It is trivial, so far
as affecting rates of interest is concerned, but it is by no means
trivial as far as the profit of the individual bank is concerned.
By making a deposit of 5 or 10 per cent as a redemption fund
a bank can obtain the privilege of issuing paper money, bor-
rowing—for that is what it is—at a rate of interest of 2 per
cent for the first three months. I must insist that this is giving
too great a privilege to the banking institutions of this country.
The right to issue paper currency under normal rules should
be attended by the maintenance of an ample supply of gold for
redemption. No such responsibility is imposed by this act. ]

Mr. SHAFROTH. Mr. President—— :

The VICE PRESIDENT. Does the Senator from Ohio yield
to the Senntor from Colorado?

Mr. BURTON. I do. b

Mr. SHAFROTSIL. I take it from the remarks of the Senator
that he agrees with me in the proposition that if this rate.of
interest is reduced.from 3 per cent to 2 per cenf, nearly all
of the money. which can be issued under the Aldrich-Vreeland
Act will be issued almost immediately?
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Mr. BURTON, Certainly.« If the banks can borrow money
at 2 per cent they certainly are not going to pay 3, 4, 5, or 6
per cent. Ee : -

. Mr. SHAFROTH. Yes. Now, that being the case, I want
to call the attention of the Senator to another danger that

?lests in having all of this money out for any great length of
me,

Under the Aldrich-Vreeland Act this money can not act as
reserve money, and consequently it will act almost exactly in
the same way as a national-bank currency. The banks, when
they get it, will not put it in their reserves, because they ean
not use it for reserve money. If it comes to the banks, and they
can not issue it to the people, they will send it here to Wash-
ington for redemption in gold; and that of necessity will make
a strain upon the gold we have. Inasmuch as the Gevernments
of Europe have now made perhaps the most severe strain on
gold that the country has ever known, it is not wise to have all
of this money out in circulation; and if there is a great quan-
tity out it ought to be out as short a time as it reasonably can
be, and ought to be accompanied with penalties that will bring
about its retirement. - -

- Mr. BURTON. Certainly; the fact that it is in eirculation
for a long time, or in circulation at all, will not only affect the
gold supply-of the country, but, as the cheaper ‘money drives
- out the dearer, it will have the further tendency to drive our
gold abroad, especially in view of the great demand now exist-
ing in Europe. - i

Mr, OVERMAN. Mr. President, will the Senator yield to me?

Mr, BURTON. Certainly.

Mr. OVERMAN. De I understand the Senator to argue that
there is safety in 3 per cent and calamity in 2 per cent?

Mr. BURTON. I have already expressed myself upon that
subject. I think 3 per cent is too low.

Mr. OVERMAN. The difference in degree between 3 per cent
and 2 per cent—a difference of 1 per cent—will make calamity
fu this country? Can the Senator tell me why they fixed it at
3 per cent? / '

Mr. BURTON. I did not advoeate 3 per cent myself. To my
mind, 3 per cent was bad, but 2 per cent is very much worse,
and we ought not to proceed farther along a wrong road.

_ Mr. OVERMAN. The Senator thinks it would be better to
leave it at 5 per eent? : : t

Mr, BURTON. I believe some one asked me a question about
that yesterday. So far as providing for the situation caused
by the organization of the Federal reserve banks is concerned,
if it were limited to that, I think 3 per cent would be a fair
and proper rate. But the trouble is that, as I understand the
Benator from North Carolina and those who are with him in
this contention, they are seeking to make.use of this emergency-
currency bill, which never was intended for anything except a
severe stress in the country, to provide a means for snpplying
money or circulating notes for the ordinary operations of trade.

Mr. OVERMAN. I agree with the Senator.that when the
eurrency association gets in working order this bill ought to
die, and it will die in 15 months; but the Senator does not
appreciate—and he ean not appreciate unless he should be down
there in North Carolina or in Georgia and the South—our
condition. y

The State banks have discounted all of their paper in New
York to get money to run these farmers, to furnish the sup-
plies, to buy fertilizer, and so on, expecting, when the cotton
was gathered, that they would take the cotton up and sell it
and pay the bank, and the bank would pay New York, and they
would have plenty of money. As it is, they can not sell the
cotton for any price whatever now, and here they are. The
farmer can not get any money. The bank can not get any
money from New York, because its paper is already discounted
up there. The basis of credit, if the ruling is adhered to, is
the cotton itself—the cotton certificate, npon which the money
is issued. If the farmer can get that, then he can pay his
debts. He can pay his debt to the merchant. He can have the
eotton picked out. Tkey ean not pick out the cotton now. . It is
in the fields. As the Benator from Georgia says, it is rotting
in the fields because they can not get their money, and the
banks ean not let them have it. They are perfectly solvent.
They have the land, and they could give a mortgage and get
the money if it were there, but it is not there. This is an
emergency that has arisen, and we want to let them have the
money as cheaply as possible. T

As I say, the rate in my State is 6 per cent. When you get
this money back to the national bank it costs 5 per cent, and
the national bank will loan it to the State bank, say, for 6
per cent. The State bank, then, will get nothing. It is foo

costly. You loan out the Government funds at 2 per cent, * That

is what you are doing all the time. Why should you make them
pay 3 per cent for this?

Mr. BURTON. Mr. President, it seems to me the vital ob-
Jection to the argument of the Senator from North Carolina is
this: What he really advocates, that in which he seems to be-
Heve, is that whenever the operations of trade-are clogged,
whenever there is a deficlency of commodities or resources
readily available, you can cure that situation by the issuance
of paper money. But you can not do it. You must have com-
modities which are available to command gold or short-time
credit. There is a vital difference between short-time and
long-time credits.

Mr. SMITH of Georgia. Mr. President——

The VICE PRESIDENT. Does the Senator from Ohio yield
the Senator from Georgia? t
Mr. BURTON. In just a moment In_a very important
sense the condition created by this slackened demand for cot-
ton is a change from short-time operations, from commodities '
readily available, to those which are not readily available, and
upon which realization must be postponed for a considerable
time. That is the real substance of the sitmation. Now, it is
impossible for you to cure that by simply issuing paper money.

Mr. SMITH of Georgia. But, Mr. President, I was just go-
ing to ask the Senator if he did not think this might be true—
that the putting out of additional currency to enable these peo-
ple to carry themselves for a few months, so. as to prevent the
sucrifice of their product, might be sonnd, that product being
one which we know the world will demand, which we know is
necessary to clothe the world, and which we know must have a
permanent value in excess of the cost to produce it: and
whether it would not be a sound policy to facilitate the pro-
ducers of this commodity in holding it temporarily, meeting
their immediate wants, and avoiding financial ruin by the sale
of their product at one-third less than it cost them to produce
it, when that product eventually must sell on the market for
g:or?? than it cost to produce it? Is'not that an unusual situa-

on

Mr. BURTON. It Is an unusual situation.
~ Mr. SMITH of Georgia. Is not that an unusual situation
that justifies a somewhat unusual line of procedure? That is
the view I have of it. 3

Mr. BURTON. About the last statement I am not so sure.
I am willing to strain any ‘point within réasonable limits to
relieve that situation; but I do not beliéve the Senator from
Georgia will differ from me when I make the assertion that
any monetary system has broken down which has provided as
the redemption fund for paper money something upon which
realization is a long time postponed.

Mortgage notes have been tried. Land warrants and various
commodities have been tried. Of course, the classic example is
the ecase of the enormous quantity of land in France that was
made available as the basis for the issnance of currency, the
so-called assignats. It has beéen universally found to be true
that you can not issue a sound paper currency unless there is
some means for its prompt, immediate redemption. That means
either gold or some commodity that can be readily turned into
gold. You can not issue it on cotton, upon. which there can be
no realization for a year or two. You can not issue it on mort-
gages, although you have the soil, the fundamental type of
property, as its basis, because you can not immediately sell the
security or property and realize upon it.

Mr. SMITH of Georgia. I want to say to the Senator that
it has not been my view that the bankers who would let this
money out on the cotton would let it out on a basis beyond what
it would sell for instantly. The demand really has been for a
mere small advance of money—$I0 or $15 a bale—for cotton
which 60 days ago would have sold for $75 a bale. That is
all that the bankers who are securing the money are advanc-
ing to the farmers on their cotton—just a small sum.

Mr. BURTON. But if the basis is what the cotton will sell
for immediately, what need is there for additional issues of
currency? How is it distinguished from the ordinary case
v/hen conditions were normal and you were able to dispose of it
readily?

Mr.ySMITH of Georgia. For the reason that the bankers
doing this peculiar line of fall settling business are not them-
selves in a position to go abroad and enlarge their currency at
their own banks. "

Mr. BURTON. If that be true, it seems to me that the differ-
ence is a vital one from that which has ordinarily existed, ahd
that you are seeking to base your currency, your extension of
credit, on commodities which do not have a ready sale. Now,
for instance, loans of money on mortgages, to which I have
already referred. As the Senator from Georgia .very well
knows, these have been made the basis for circulating notesdin

to
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quite a number of States. Those mortgages were taken at, say,
40 or 50 per cent of the value of the land; but the land could
not be sold immediately and turned into money, and hence in
time of stress the banks fell like a house of cards.

Mr. SMITH of Georgla. If the Senator will pardon me, in a
few months’ time, when this cotton which is not sold is put in
the warehouses and warehouse certificates are issned, then you
will have a basis for an immediate sale, good everywhere; but
while the cotfon is in transit from the field to the warehouse the
only man who really will extend credit is the banker who
knows the complete situation, and he is ready to do it if he Is
permitted to use his own privilege of note issne through the
Vreeland-Aldrich bill

Mr. BURTON. If, again, there can be realization when the
eotton is put into the warehouse, I do not see that it creates a
different condition, or one that is abnormal or exceptional in
comparison with that which usually exists. It seems to me
the facts show a different state of affairs—that here is a com-
modity which ordinarily is sold every autumn very promptly,
and for which there is an enormous foreign demand, but which
{s now sold in quantities very much limited, very much less
than ordinary. ~

Mr. President, it Is true the proposition we have been dis-
cussing is a very simple one, the difference between a 2 and a
8 per cent tax upon circulating notes. But there is a great
deal more in these proposals than that. The whole question of
the use we shall make of emergency currency is before the Sen-
ate. I should view with nothing less than alarm any propo-
sition which wonld look toward the permanency of this system,
established in 1908 and never resorted to until 1914—a system
which was by all its advocates understood to be a safeguard
against panic and emergency, rather than one providing for
the ordinary operations of trade.

Mr. SHAFROTH. Mr. President, I wish to say just a word
in closing the matter before a vote. 3

All the legislation we have had in this Congress has been |

in the interest of helping out the smaller bank, and especially
now is it the desire to help out the banks in the cotton States,
We have, as you know, authorized an increase in the amount
of currency that can be issued under the Aldrich-Vreeland Act
from $500,000.000 to $1,250,000,000. That is directly in the
interest of getting out more currency to relieve stringent condi-
tions. Now, as it has turned out, by reason of the fact that the
small banks all over the United States have not bonds which
they can hypothecate with the Treasury Department for the
purpose of issuing money under the Aldrich-Vreeland Act, the
committee has desired to relieve that situation, and we have
introduced a bill, which is now being considered, for the pur-
pose of permitting banks, especially the small ones, to substitute
for bonds, which are required now by the Aldrich-Vreeland Act,
75 per cent of commercial paper, representing fransactions in
commerce., Of course that Is additionally secured by the obliga-
tion of the clearing house or the currency associatlon, as pro-
vided in the Aldrich-Vreeland Act. That is a substantial relief.
There has also been during this session of Congress, in the
way of helping the issuance of this money and relieving the
gituation, a reduction of the rate of interest for the first three
months from 5 per cent to 3 per cent. There are three dis-
tinet measures that have been brought before this Congress
relieving the rigidity of the requirement of issuing money under
the Aldrich-Vreeland Act,

Mr. President, the 3 per cent Is active. Two hundred and
fifty-six million dollars have been issued in the last 30 or 60
days under the Aldrich-Vreeland Act, which relieved the situa-
tion to that extent. I will state that the money is going to
the Southern States to the extent of $25,000,000, and to the
Senator’s own State of North Carolina to the extent of $2.-
035,750. To reduce the rate of interest from 3 per cent to 2
per cent, in my judgment, will not make this an emergency
currency; it will make it a currency that will be used for
speculative purposes, and its tendency will be to keep it all
out, and thereby you will have complications oceurring.

It seems to me, Mr. President, in view of the situation and
in view of the liberal action which this committee and this Con-
gress has taken with relation to the Aldrich-Vreeland Act, we
ought to vote down the amendment proposing to reduce the in-
terest from 3 per cent to 2 per cent.

The VICE PRESIDENT. The question is on the amendment
of the Senator from North Carolina [Mr. OvERMAN].

Mr. OVERMAN. On that I ask for the yeas and nays.

The yeas and nays were ordered.

Mr. NELSON, Let the amendment be read.

Tl:fa VICE PRESIDENT. The Secretary will state the amend-
men

The Secrerary. It is proposed to add to the bill a new sec-
tion, as follows——

Mr. OVERMAN. Instead of reading the very long quotation
from the law, I will state that the amendment simply strikes
out 3 per cent and inserts 2 per cent. That Is the only change
it makes. .

Mr. NELSON. Very well

The VICE PRESIDENT. The Secretary will eall the roll
on agreeing to the amendment. :

The Secretary proceeded to call the roll.

Mr. GALLINGER (when his name was called). I have a

pair with the junior Senator from New York [Mr. O'GorMaN],
which I transfer to the Senator from Illinols [Mr. SHERMAN]
and vote “nay.”
- Mr. SIMMONS (when his name was called). I have a gen-
eral pair with the junior Senator from Minnesota [Mr, Crarp].
I had a letter from him this morning stating that I may use my
discretlon in voting upon this measure. I shall therefore vote
upon this amendment. I vote “ yea.”

Mr. SMITH of Georgia (when his name was called). I have
a general pair with the senior Senator from Massachusetts
[Mr. Lopge], and have been unable to obtain a transfer. There-
fore I withhold my vote.

Mr. OVERMAN (when Mr. StoNE's name was called). I
was requested by the Senator from Missouri [Mr. StoNe] to
state that he has been called away on official business and is
paired with the Senator from Wyoming [Mr. CLARK].

Mr. THOMAS (when his name was called). I have a general
pair with the senior Senator from New York [Mr. Roor]. I
transfer my pair to the senior Senator from Nebraska [Mr.
Hrrcucock] and vote “‘nay.”

Mr. WILLIAMS (when his name was called). I announce
my pair with the senior Senator from Pennsylvania [Mr.
Pexrose] and the transfer of it to the junior Senator from
South Carolina [Mr. Smrru]. I ask that this announcement
may stand for the day. I vote * yea.”

The roll call was concluded.

Mr. FLETCHER. I am paired with the Senator from Wyo-
ming [Mr. Waggen]. I transfer that pair to the Senator from
New Jersey [Mr. HueHES] and vote “ yea." ¢

Mr, PAGE. I desire to announce the necessary absence of
my colleague [Mr. DirLiNeHaM], and to state that he is paired
with the Senator from Maryland [Mr. SMITH].

Mr. JAMES. I transfer the general pair I have with the
junior Senator from Massachusetts [Mr. WeEks] to the junior
Senator from Tennessee [Mr. SHieLps] and vote. I vote “ yea.”

Mr. SWANSON. I desire to annource that my colleague [Mr,
MarTIN] is paired with the senior Senator from Idaho [Mr.
Borau]. My colleague is detained from the Senate on account
of illness in his family.

Mr. SMITH of Georgia. I transfer my pair with the senior
Senator from Massachusetts [Mr. Lopee] to the junior Senator
from Arizona [Mr, Smite] and vote * yea.” .

Mr. GALLINGER. I desire to announce the following pairs:

‘The Senator from Idaho [Mr. Boran] with the Senator from
Virginia [Mr. MARTIN] ;

The Senator from Maine [Mr. BurrLeicH] with the Senator
from New Hampshire [Mr. HoLLis] ;

The Senator from New Mexico [Mr. CaTroN] with the Senator
from Oklahoma [Mr. OWEN] ;

The Senator from Rhode Island [Mr. Corr] with the Sene
ator from Delaware [Mr. SBAULSBURY] ;

The Senator from Delaware [Mr. pv PoNt] with the Senator
from Texas [Mr. CULBERSON] ;

The Senator from West Virginia [Mr, Gorr] with the Sen-
ator from South Carolina [Mr. TILLMAN];

The Senator from North Dakota [Mr. GroxxA] with the Sen-
ator from Maine [Mr, JoHNSON];

The Senator from Rhode Island [Mr. Lirpirr] with the Sen-
ator from Montana [Mr. WarLsm];

The Senator from Wiscongin [Mr. STEPHENSON] with the Sen-
ator from Oklahoma [Mr. Gogg];

The Senator from Utah [Mr. SvroeErrAnNp] with the Senator
from Arkansas [Mr. CLARKE]; and

The Senator from Michigan [Mr. TowxsexDp] with the Sena-
tor from Arkansas [Mr. RopiNsoN].

The result was announced—yeas 16, nays 31, as follows:

YEAS—16.
Bankhead Fietcher Pittman Thornton
Brad James Ransdell West
Camden Lea, Tenn, Simmons White
Chamberlain Overman Smith, Ga, Williams
NAYS—31.
Ashurst _ Chilton Gallinger Kern
Bryan Crawford Jones Lane
Burton Fall Kenyon Lee, Md.




CONGRESSIONAL RECORD—SENATE.

SEPTEMBER 10,

CIa.rE Wyo.
C]arke Ark.
Colt
Culberson
Cummins
Dillingham
du Pont

Oliver Reed
Page Robinson
S il gt
exter
NOT VOTING—49.
Goft Newlands
Gore O'Gorman
Gronna Owen
Hitcheock Penrose
Hollis Root
Hughes Saulsbury
Johnson Sherman
La Follette Shields
el Emmane
m ;
Tades Smith, Mich,
Mart[n, Va. Smith, 8. C
Myers oot

The VICE PRESIDENT.
Secretary will eall the roll.
The Secretary called the roll, and the following Senators an-
swered to their names:

Chamberlain
Chilton
Crawford
Fall
Fletcher

Gallinger
James

The VICE PRESIDENT.
swered to the roll eall.

Jones
Kenyon
Kern
Lane

Lea, Tenn,
Lee, Md.

Martine, N. J.
Nelson
Norris

Sterling
Bwanson
Thomas
Vardaman

Stephenson
Stone
Sutherland
Thompson

To
Walsh

Warren
Weeks
Works

There is no quorum present. The

Ollver
i
e

Pra;lgkins

Pittman
Poindexter

Pomerene
Ransdell
Reed
Eobinson

Shafroth
Sheppard

Secretary will call the roll of absentees.
The Secretary called the names of absent Senators.
Mr. BaxkHEAD entered the Chamber and answered to his

name.
The VICE PRESIDENT.

to the roll call.

1

Shively
Bimmons
Emoot
Bterling
Swanson
Thomas
Thornton
Vardaman
West
White
Williams

Forty-eight Senators have an-
There is not a guorum present. The

Forty-nine Senators have answered

There is a quorum present.

The Secretary

will eall the roll on agreeing to the amendment of the Senator
from North Carolina [Mr. OvERMAN].
The Secretary proceeded to call the roll

Mr. FLETCHER (when his name was called).

I make the

same announcement as to my pair and its transfer as before
and vote *“yea.”

Mr. GALLINGER (when his name was called). Announc-
ing the transfer of my pair as on the former vote, I vote * nay.”

Mr. JAMES (when his name was called). Making the same
transfer that I made on the other vote, I vote “ yea.”

Mr. SMITH of Georgia (when his name was ealled). I
transfer my pair with the senior Senator from Massachusetts
[Mr. Lopge] to the junior Senator from Arizona [Mr. Saara].
I will let that transfer remain for the balance of the day. I
vote y@ﬂ.”

Mr. THOMAS (when his name was called). I renew the
announcement of my pair and its tranfer and vote “ nay.”

The roll call having been concluded, the result was an-
nounced—yeus 15, nays 33, as follows:

Olfver Shafroth Thoemas

Lel. Tenn, Overman Sheppard Thornton

Lee, Md. P Shively Vardaman
Lewis Pe s Bimmons West
MeCumber Pittman S8mith, Ga. White
McLean Poindexter Bmoot Williams
Nelson Pomerene Bterling
Norris Reed Wanson

The VICE PRESIDENT. Forty-six Senators have answered
to the roll call. There is not a quorum present. The Secretary,
will eall the roll of absentees.

The Secretary called the names of absent Senators, and Mr,
RanspELL answered to Lis name when called.

Mr. SmiErps entered the Chamber and answered to his name,

The VICE PRESIDENT. Forty-eight Senators have an-
swered to the roll eall. There is not a quorum present.

Mr. LEWIS. Tounching the matter of a quorum, I will state
that there are Senators in the Senate Office Building who prob-
ably might not have been apprised of this call for a gquorum. I
respectfully request that in proper form some of the deputies of
the Sergeant at Arms be requested to inform personally the Sen-
ators that there is a demand for a guorum here. To the Senator
from Montana [Mr. Myers] and the Senator from Kansas [Mr.
TaompsoN]| I refer particularly., They will no doubt come at
once if personally so requested.

Mr. GALLINGER. 1 trust the Sergeant at Arms and his
deputies are doing that work diligently. They ought not to
be instructed each time. It is their duty to try to find absent
Senators.

The VICE PRESIDENT. The Senator from Illinois did not
put it in the form of a motion.

After a little delay,

Mr. LEWIS. I now move that the Sergeant at Arms be
specifically instructed to make investigation at the Senate Office
Building and personally request Senators there present to at-
tend the Senate in response to the demand for a guormm.

Mr. GALLINGER. Would the Senator be willing to include

| the baseball park?

Mr. LEWIS. I would not hesitate to include the park, except
that the distance is such I am afraid the Sergeant at Arms
could not reach there and return in time.

The VICE PRESIDENT. The Chair construes the motion of
the Senator from Illinois to be one to reguest the attendance of
absent Senafors. The question is on agreeing to the motion.

‘The motion was agreed to.

The VICE PRESIDENT. The Sergeant at Arms will request
the attendance of absent Senators.

Mr. MarTiNE of New Jersey entered the Chamber and an-
gwered to his name.

_The VICE PRESIDENT. Forty-nine Senators have answered
the roll eall. There is a gquorum present. The question is on
the amendment of the Senator from North Carolina [Mr., Over-

MAN], upon which the yeas and nays have been ordered. The

Secretary will call the roll.

The Secretary proceeded to call the roll.

Mr. FLETCHER (when his name was called).
same announcement as before and vote “ yea.”

Mr. JAMES (when his name was called). I transfer my
general pair with the junior Senator from Massachusetts [Mr.
WEEES] to the senior Senator from Nevada [Mr. NEWLANDS]
and vote. I vote “ yea.”

Mr. THOMAS (when his name was called). I renew the an-
nouncement of my pair and its transfer and vote * nay.”

The roll eall having been concluded, the result was an-
nounced—yeas 16, nays 34, as follows:

I make the

YEAB—15.
Bankhead James Ransdell West
Camden Lea, Tenn. Simmons White
Chamberlain Overman Smith, Ga. Williams
Fletcher Pittman Thornton
NAYB—33.
Ashurst Kern Oliver Stuively
Bryan Lane Page Smoot
Burton Lee, Md. Perkins Sterling
Chilton Lewis Poindexter Swanson
Crawford McCumber Pomerene Thomas
Fall MecLean Reed Vardaman
Gallinger Marﬂne, N.J. Robinson
Jones Nelson Shafroth
Kenyon Norris Sheppard
NOT VOTING—48.
Borah Dillingham Martin, Va. "
ra du Pont Myers Bmith, 8. C.
Brandegee Goft Newlands Stephenson
Bristow Gore O'Gorman one
Burlelgh Gronna Owen Sutherland
Catron Hitcheock Penrose Tho
R0 w7 S5 St R
ark, x e uls
Clarke, A,;?s Johnson Shem‘ilgy Walsh
Colt Ln Fniietta Shields Warren
Culberson ]p Smith, Ariz. Weeks
Cummins Lo: Smith, Md. Works

The VICE PRESIDENT. No guorum voting, the Secretary
will eall the roll.
The Secretary called the roll, and the following Senators an-
swered to their names:

Burton
Camden
Chamberlain
Chilton

Crawford
11

Fa
Fletcher
Gallinger

James
Jones
Kenyon
Kern

YEAS—16.

Bankhead Fletcher Pittman Smith, Ga,
| Brndg;n James Ransdell Thornton
4 Cam Lea, Tenn, Shields West

Chamberiain Overman Simmons White

NAYS—34.

Ashurst Kern Norris She:

Bryan Lape Oliver Shively

Burton Lee, Md. Page Smoot

Chiiton Lewis Perkins Sterling

Crawford MeCumber Polndexter Bwanson

Fall elean Pemerene Thomas

Gallinger Martine, N. J. Reed Vardaman

Jones yers Robinson

Kenyon Nelson Bhafroth

NOT VOTING—46.,

Borah du Pont Newlands Btone

Brandegee Goff O'Gorman Butherland

Bristow re en Thompson

Burleigh

Catron tel To

Clapp Hollis Saulsbury Walsh

C!ark. Wyo. Hughes man Warren

Clarke, Ark. ohnson Bmith, Ariz, Weeks

Colt La Follette th, Willlams

Cull Lippitt Smith, Mich Works

Cummins wodge Smith,

Dillingham Martin, Va. Stephenson
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o Mr. OverMAR's amendment was rejected.

Mr. SMITH of Georgia. I offer the amendment which I
send to the desk.

The VICE PRESIDENT. The amendment proposed by the
Senator from Georgia will be stated.

The SecrRETARY. It is proposed to add as a new section:

Sgc. —. That the provisions and benefits of the act approved May
30, 1008, known as the Vreeland-Aldrich Act, and the amendments
thereto, are hereby extended to all State banks and trust companies
having a capital stock of not less than $25,000 and a surplus of 20
per cent. id banks and trust companies shall be required to pa
upon notes so issned the tax provided for in =aid act and the amend-
ments thereto, and said notes shall not be subject to the provisions
of the act of Congress approved February 8, 1875, known as “An act
to amend existing customs and internal-revenue laws, and for other
purposes,” The Secretary of the Treasury is bereby directed to make
such rules and regulations as are necessary for the purpose of car
out the foregoing provision.

Mr. SMITH of Georgia. Mr. President, the purpose of this
amendment is to permit State banks with the capital and sur-
plus required of national banks to avail themselves of this
emergency-currency law. No State bank will be permitted to
avail itself of this emergency currency unless it has the eapital
and surplus required for a national bank. I bave drawn the
amendment in this way because I became satisfied it would not
pass if extended to banks with less capital. The State bank
would be compelled to joln the currency association of the
locality in which it is situated.

Mr. GALLINGER. Mr. President, I will ask the Senator
from Georgia what is ‘the objection to the State banks joining
currency associations?

Mr. SMITH of Georgia. I do not know of any. I merely
offer this provision to make it legal for them to do so. At
present, if they join they would still be subject to the 10 per
cent tax on their note issues provided by the act of 1875. This
amendment of mine provides that if they Join and receive and
issue this currency they will only be required to pay the tax
applieable to national banks—that is, 3 per cent for three
months and one-half of 1 per cent increase—and will not be
subject to the 10 per cent tax under the act of 1875,

Mr. GALLINGER. But the 10 per cent tax will apply to all
other transactions in which they may be concerned?

Mr. SMITH of Georgia. To all others. This amendment does
not affect the 10 per cent tax levied on State bank issues at all,
except as to the particular issucs under the Vreeland-Aldrich
law to State banks. The State banks pay the same tax as do
the national banks.

Mr. GALLINGER. T understand. T thank the Senator.

Mr. SMITH of Georgia. They will be required to join the
local currency association, and the securities put up will be
subject to the inspection of the committee representing the
local eurreney assccintion just as the securities of the national
banks will he so subject.

Mr. CRAWFORD. They will not be subject to inspection by
a national-bank examiner and have the same degree of gov-
ernmental supervision, will they?

Mr. SMITH of Georgia. We add a provision directing the
Secretary of the Treasury “to make such rules and regula-
tions as may be necessary,” and 1 should certainly favor provid-
ing that before taking any of their notes or allowing them to
have any note issue they should be inspected by a national-
bank examiner. So we have covered the ground fully in the
amendment.

1 will say that I have conferred with a number of Senators
in regard to this amendment, and we modified it so as te meet
the views of other Senators as well as myself. I do hope that
the committee will accept the amendment.

Mr. POMERENE. Mr. President, a little while ago the
guestion was asked by myself of the Senator from Georgia
whether or not the State banks would have the authority to
join the Federal reserve system or to avail themselves of its
privileges without some enabling act of the State legislature.
The Senator answered that a bank in his State would have such
authority. Is the Senator able to advise us as to how many of
the States have empowered banks chartered by them to accept
privileges of this character?

In my own State, for instance, after the Federal reserve act
was passed, the Ohio Legislature, by special act, authorized
State banking institutions and trost companies to join the
Federal reserve system. I have not seen the act since it was
passed, but at the tinie the bill was prepared I did not have in
mind the Aldrich-Vreeland provision, and I do not know
whether there is any provision even in that act to authorize
the State banks to accept the privileges which the Senator from
Georgla seeks to confer upon them.

Mr. SMITH of Georgia. BAr. President, of course I am not
familiar with the statutes of all the States or with the plan of

organization of the State banks in all the States. This amend-
ment would give some State banks the opportunity therein con-
tained, where their charters permitted it and where the laws
of the State permitted it; that is as far as we could go in
congressional legislation, If there is something in the bank
charters that excluded them, of course they would not come in
to take the benefit of it; but where the State laws permit it,
l]_:mtll;mk it eminently just that we should give them this oppor-
ty.

Mr. VARDAMAN. Mr. President, T want to ask the Senator
from Georgia a question. How long will the operation of this
law continue?

Mr. SMITH of Georgia. Until July 1 of next year.

Mr. VARDAMAN. If the advantages to the State under this
proposed law shall be as great as we hope they will be. the
legislatures might be ealled together to consider the guestion
of amending the State laws so as to accord with the Federal
statutes if it were necessury. I agree with the Senator from
Georgia that no harm could come from it.

Mr. SMITH of Georgia. The necessity is so great that I am
certnin, if it is foond on examining the law of any State that
there is any difficulty about it, the legislature may be ecallel
together in order to give the authority to the banks. This would
be the course in States where a real necessity for the amend-
ment exists.

Mr. BURTON. Mr. President, will the Seantor yield for a
question, which T desire to ask for information?

Mr, SMITH of Georgia. Yes.

Mr. BURTON. What will be the status of the national

currency assoclation which, on the 30th of June next or on
the 1st of July, will have a large amount of notes outstanding?
Is there any compulsion resting upon it to redeem its notes? Of
course it can not issue any notes after the 30th of June next
unless the Aldrich-Vreeland law is extended.
* Mr. SMTH of Georgin. Such notes are all subject to redemp-
tion at any time on presentation; and, as I understand, it is the
duty, under the law, of the Secretury of the Treasury to muke
assessmeuts upon such associations from time to time to meet
the redemption of their notes.

Mr. BURTON. That is hardly expressed in the law, is it?
Might not a bank or currency association keep eutstanding
notes for a long time after that date if it paid the 6 per cent?

Mr. SMITH of Georgia. I do not think it would do =0 and
may the 6 per cent. As to the State banks. we add that these
notes are only to be issued to them under rules and regulations
fixed by the Secretary of the Treasury.

Mr. BURTON. There is. however, Mr, President, a question
just how far the expression “ rules and regulaticns " would ex-
tend ; whether the Secretary of the Treasury would be willing
to make regulations which would have the effect of substantive
law when Congress had omitted to act.

Mr. SMITH of Georgin. That is a question which goes not
so much to this particular amendment as to the entire act. It
is a subject to which I have not given careful nttention.

My own impression has been all along that it is contemplated
that all the notes shounld be retired after July 1 next. It hns
been my view of the general policy of the act that the notes
would then be retired. I think the 6 per cent would safely
retire them. If it did not, we could very easily impose an
additional per cent.

Mr. SMITH of Michigan. And if we did not want them re-
tired, we could reduce the rate. The amendment affords ample
lntitude. Congress ought to give no more. In my judgment,
Mr. President, these notes never will be retired. Even under
the new system emergency currency lies in the Federal Treas-
ury subject to a brond discretion in the Secretary of the Treas-
ory, and I fear it will not be retired when the habit -of using
it is fixed. I may be wrong about that.

Mr., SHAFROTH. Does not the Senator think that the in-
terest rate will retire it?

Mr. SMITH of Michigan. That would depend entirely upon
the condition of the country.

Mr., SMITH of Georgia. In normal conditions the high in-
terest rate would retire it. No bank could do business on the
basis of paying 6 per cent,

Mr. SMITH of Michigan. In normal conditions we have not
nsed it all. The law has been on the statute books for six
years and not a dollar of emergency currency has been with-
drawn from the Treasury until the present time.

Mr. SMITH of Georgin, This saobject has been discussed
more or less in the general debate, and I will not take the time
of the Senate to discuss it unless the amendment is opposed.
I do hope that it will be adopted.

Mr. SMITH of Michigan. The pending amendment, as I
understand, is the amendment of the Senator from Georgia?
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Mr, SMITH of Georgia. This iIs my amendment, or, I should
state, that it is about as much the amendment of the Senator
from Michigan, and of the Senator from Utah, and of the Sena-
tor from Arkansas, and of the Senator from Louisiana, and of
a number of other Senators as it is mine. I simply present it
as the work of several Senators.

Mr. SMITH of Michigan, It goes further than the one I
proposed.

The VICE PRESIDENT. The question is on agreeing to the
amendment submitted by the Senator from Georgia.

Mr. SHAFROTH. Mr. President, I should like to be heard on
this amendment for a few moments. The amendment which has
been offered by the Senator from Georgia, in my judgment,
should not prevail. In the first place, it is an effort to change a
system that has already been established under a law which
has been on the statute books for some years by an amend-
ment which has not even been printed, but which has been
proposed from the floor and has not been read by one out of
ten Senators. -

Mr. SMITH of Georgia. Obh, yes; it has.

Mr, SHAFROTH. I do not think more than nine Senators
have read it. -

Mr. SMITH of Georgia. More than 10 Senators saw it be-
fore it was presented. ;

Mr. SMITH of Michigan. It is substantially the same as the
amendment presented by me on yesterday, which has been on
the desks of Senators.

AMr. SHAFROTH. But, Mr. President, it has not been re-
ferred to the committee, and in its present form it has not been
referred, as a matter of fact, to the Federal Reserve Board or
to the Treasury Department. While we do not have to follow
what the Federal Reserve Board and the Treasury Department
may recommend, yet their judgment upon a matter is worth con-
siderable, especially concerning financial legislation. Y

Mr. President, by this amendment it is proposed to mix two
systems. - The Aldrich-Vreeland bill relates only to national
banks. That law sets forth the requirements as to how national
banks shall organize currency associations; it is confined to
national banks; and stipulates that the banks composing a
currency association must have at least $5,000,000 in capital
and surplus before they can apply to the Treasury for the issu-
ance of emergency currency.

OFf course, it is intended that only national banks should form
such associations, because the Treasury Department knows the
condition of the national banks; they have been under the con-
trol of the Comptroller of the Currency, and the Comptroller of
the Currency knows whether national banks are solvent; but he
can not know whether or not State banks are solvent. It may
be that they are or it may be that they are not. Consequently,
it seems to me unwise to attempt to engraft on a national bank-
ing act provisions granting certain privileges to State banks;
it is mixing matters; it takes the Treasury Department into a
domain where it has not usually exercised jurisdiction, On all
these grounds, therefore, it appears to me that the amendment
is subject to severe criticism.

If we are going to have a national banking system, it seems
to me it ought to apply to the Federal system, and the Federal
system alone. If you do not do that, you are going to have in-
adequate examinations, and there will arise many guestions to
be determined.

. As to the repeal of the 10 per cent tax on the issue of State
banks, it may be that the amendment is confined, as the Senator
has attempted to confine it, and it might not repeal the 10 per
cent tax on note issues as to private banks; but, at the same
time, that 10 per cent tax on private banks has been a most
wholesome check in preventing the issuance of paper money,
regarded generally as wildeat paper before the war. 4

It seems to me that the amendment ought to be referred t
the committee; It ought to have careful consideration; it ought
not to be adopted merely upon a Senator rising and presenting
it in typewritten form when, of course, Senators can not com-
prehend its full significance by a mere reading. It is difficult
to understand its relation to the entire system, because while
there are many provisions which it seemingly might not affect,
in reality it might affect them.

Mr. President, there is another feature of the amendment to
which I desire to advert. If we are going to give to the State
banks the benefit of all of the legislation of the Federal system,
without requiring them to come into the Federal system and
without requiring them to have the capital that is required of
the banks in the Federal system—— )

Mr. SMITH of Georgia. That is required. The amendment
provides that they must have a ecapital of at least $25,000,

Mr. SHAFROTH. Now, Mr. President, I will read the
amendment, _

Mr. NELSON. Mr. President, will the Senator yield to me
for a moment?

Mr. S}IAFROTH. Certainly.

AMr. NELSON. In view of the great importance of this sub-
ject and of the character of the amendment, I do not think it
is necessary to make such excessive speed. I suggest to the
Senator from Colorado that he have the bill, with this ainend-
meunt, recommitted to the Committee on Banking and Currency
to the end that it may be carefully examined.

Mr. SHAFROTH. Well, Mr. President, I hardly feel that
we ought to do that. The pending bill is an emergency mens-
ure, and if it were recommitted to the committee it might be
delayed a considerable length of time. I want to read this
amendment and see what it provides. It is as follows:

SEC. —. That the provislons and benefits of the act d Ma
30, 1908, known as the Vreeland-Aldrich Act, andulh:pg;?:lfdmentz
thereto, are hereby extended to all State banks and trust companies
having a capital stock of not less than $25,000 and a surplus of 20 per
cent. Sald banks and trust companles shall be requi to pay upon
notes g0 lssued the tax provided for in sald act and the amendments
thereto, and said notes shall not be subject to the provisious of the
act of Congress approved February 8, 1875, known as “An act to
amend existing customs and Internal-revenue laws, and for other pur-
poses.”” The Seceretary of the Treasury Is hereby directed to make such

rules and regulations as are necessary for the purpose of earrying out
the foreguing provision.

Mr. President. there is no word there requiring an inspection
of the State banks as t6 their solvency, nor is there any require-
ment as to an examination of the curreney associations that
must be organized by the State banks. If seems to me that the
amendment is immature.

Mr. SMITH of Georgia. There is no authority for them to
organize a new currency association. They will have to enter
the currency association of the locality in which the banks are
situated.

Mr. SHAFROTH. That ean not be, Mr. President, becanse
the present statute provides that the national bauks shall organ-
ize currency associations, and not State banks.

Mr. NELSON. Will the Senator yield to me?

Mr. SHAFROTH. Yes, sir.

Mr. NELSON. I think the amendment is very vague and
indefinite. There is no provision in it requiring the State banks
to join and become members of currency associations. It is
only by implication that it can be said that is requ'red.

Mr. SMITH of Georgia. It does not require that.

Mr, SHAFROTH. Well, under the law as it now is, where
would a State bank bave the right to join a Federal currency
association such as fs provided for in the Vreeland-Aldrich
law? The Vreeland-Aldrich law provides that the currency
association contemplated shall be composed of national banks.
Now, unless you change the law and amend that section of the
Vreeland-Aldrich law so as to permit State banks to enter
currency associations it seems to me they would be excluded,
even if you were to adopt this amendment.

Mr. President, the difficulty is that the pending bill does not
propose a revision of the Vreeland-Aldrich Act. It simply seeks
to amend that act in one particular, and that one particular is
to permit commercial paper to be hypothecated as security for
the issuance of currency to the extent of 76 per cent of the value
of such paper instead of 30 per cent. To engraft upon the bill
something that will change its entire character does not seem
to me to be wise, !

Furthermore, it* does not seem to me to be right that we
should have a Federal system of banks into which we hope
to get all the State banks and yet give the State banks the
benefit of the Federal laws without requiring them to come into
the system. It seems to me that if we are to extend the benefits
and the privileges of the Federal laws to the State banks there
ought to be an obligation upon the part of those banks to sus-
tain the system and to sustain the Federal laws with relation
to it. In other words, there is a mixing of banks that are au-
thorized under State jurisdiction and banks that are organized
under the Federal reserve act. ;

If this amendment is to be acted upon, it should be read and
reread and compared carefully with the Aldrich-Vreeland Act
and also with the Federal reserve act; it should be eriticized
and examined closely before it is made a part of the law.

I can not believe that it is wise to mix our Federal laws with
State laws; I do not believe it is wise to have State banks come
into the Federal system in this way, when there is a procedure
prescribed and they can organize. as national banks. If they
want to do so, they can come into the gystem; they can secure
the benefit of the Federal reserve act if they desire to do so;
they can get the benefit of the Aldrich-Vreeland Act, if they

I
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want to, simply by converting themselves into national banks;
but to offer a premium to State banks to have them continue
their organization ss State banks, and then to give them the
advintages of the Federal system, when we desire to have one
uniform system, seems to me to be a grave error upon the part
of Congress. [ hope the amendment will be rejected.

Mr. SMITH of Georgia. Mr. President, the burden of the
Senntor's argument is that the State banks could nationalize
and that it is unwise to mix the two. Why. Mr. President, our
Federal reserve bank bill, passed last December, reported from
the committee of which the Senator is an able member, permits
. the State banks to come into the Federal reserve system with-
out abandoning their State charters.

. Mr. SHAFROTH. Yes; but your amendment does not even
propose that they shall become members of the Federal reserve
gystem.

Mr. SMITH of Georgia. No; it proposes that they shall be-
come members of the loeal currency organization in the Siate
to get the benefit of an act applicable only to banks in that cur-
rency organization. Just exactly as you permitted the State
banks to join the Federal reserve system, so this amendment
allows a State bank to join your currency organization in its
State., There is no more mingling of State banks and national
banks by the amendment I propose than we ourselves mingled
them in the Federal reserve bank act when we permirted a
State bank to take steck in the Federal reserve banks without
giving up its State charter and to receive all the benefits of our
new banking and currency act while still remaining a State
bank. So the proposition that the State bank is to have the
right to come with a national bank and derive benefits from a
particular piece of Federal legislation follows the very measure
that we passed last December.

Mr. POMERENE. Mr. President, if the Senntor will permit
me. under the national banking act the Comptroller of the Cur-
rency can go into a national bank at any time and inspect it.
If he finds mismanagement of such a character as would jeop-
ardize either the interests of the depositors or the interests of
the stockholders or the currency which has been issued. he
can appoint a receiver and wind np the affairs of the bank.
Under the propesition which is embraced in the amendment pro-
posed by the Senator from Georgia the National Government
would be entirely without any power of inspection, of investi-
gation, or of winding up the affairs of a bank in the event there
was auy trouble of the character 1 have indieated.

Mr. SMITH of Georgia. Mr. President, the power of inspec-
tion and supervision is guarded by this amendment. The power
to appoint a receiver does not exist, nor does the power to ap-
point a receiver exist, in the ease of a State bank which joins
the Federal reserve association. :

Mr. POMERENE. Mr. President, under the Federal reserve
act the State banks that join this system are subject to all th»
examinations and to all of the provisions of the Federal reserve
act.

Mr. SMITH of Georgia. Not to the appointment of a receiver,
as I understand.

Mr. SMOOT. Mr. President, in that connection T wish to
say to the Senator that it would be impossible for the United
States to lose any mouey. The United States holds ample se-
curity. Not only does it hold the collateral security, but it
holds the credit of the currency association that initiates the
loan for the bank; so it Is impossible for the Government of the
United States to lose anything.

Myr. SMITH of Georgia. That feature of the objection ean
hardly be given any serious we'ght. As the Senator says, the
whole credit of the currency association to which the State
banks will belong in order to receive this currency is behind
the notes issued to the State banks. just as much as it is behind
the notes issned to one of the national banks in the currency
association, so that the safety of the corrency and the safety
of the security is the same in both instances.

Mr. WALSH. Mr. President——

The VICE PRESIDENT. Does the Senator from Georgia
yield to the Senator from Moniana?

Mr. SMITH of Georgia. Yes,

Mr. WALSH. I should like to inguire of the Senator from
Georgia whether he contemplates that the State banks shall
enter associations already established by the national banks or
whether they shall establish associations of their own?

Mr. SMITH of Georgia. No power is given them to establish
separate organizations. They fall within the provisions of the
Aldrich-Vreeland Act, which requires all of the banks in a par-
ticular locality to be members of the same currency association.

Mr. WALSH 1 have the act before me. It provides that
upon the application of any bank to the Secretary of the Treas-
ury he may admit it, so that the State bank would make appli-

catlon to the Secretary of the Treasury for admission into that
association.

Mr. SMITH of Georgia. It would apply to join that currency
association.

Mr. WALSH. Yes. Now, the question arises, How does the
Secretary of the Treasury get any information that will enable
him to make up his judgment as to whether or not the bank is
safe enough to go into it?

Mr. SMITH of Georgia. I do not think there will be any
trouble about that. It will be very easy for him to gather the
desired information.

Mr. WALSH. Of course, so far as the national banks are
concerned. he simply calls in the comptroller and gets the -
formation in that way. .

Mr. SMITH of Georgia. Yes; he has that facility, but the
standing of banks is well known.

Mr. SHAFROTH. Mr. President, T should like to ask the
Senator a question. Suppose the national banks should say,
“No; we do not want you in our system. We are not willing
to take in the State banks.” What are you going to do then?

Mr. SMITH of Georgian. The Sceretary of the Treasury would
have the right to admit them.

Mr. SMOOT. The currency association would have that
right also.

Mr. SHAFROTH. I do not know whether it would or not.
We are mixing up State laws with national laws.

Mr. SMITH of Georgia. There will be very little trouble
about that. The currency sassociat’on itself would pass npon
their securities when they were presented. and the officers of
the currency association would have to pass those securities
as good securities before they could go to the Secretary of the
Treasury for his consideration.

So far as my own State is concerned, I am sure a large num-
ber of the banks will be welcomed by the currency association
to its membership. You have, first, the safety of the Secretary
of the Treasury declining to let them join If he wishes. You
have, then, the safety of the officers of the currency association
passing upon the'r securities before they go to the Secretary of
the Treasury. Then the Treasury Department must approve
their seenrit'es. So the security is ample.

Mr. SMOOT. In that connection, may I eall attention to the
wording of the law. to show how brosd and how comprehensive
it is? I find in the law this provision:

The banks and the assets of all banks belonging to the assoclation
shall be jointly and severally liable to the United States for the re-
demption of such additional elrculation; and to seeure such lHabllity

the lien created by section 5230 of the Revised Statutes shall extend
to and cover the assets of all banks belonging to the association.

What more security could the United States ask?

Mr. SMITH of Georgia. I first prepared an amendment,
which I thought I would offer, permitting the State banks to
form a sepnrate currency association and to issue independent
notes; but it seemed to me that tue safer plan, the stronger
plan. the better plan was not to give them any such privilege
by themselves. but to let them come into the currency assoclia-
tion of their locality, to subject them to the approval of the
Secretary of the Treasury before they could join, and snbject
their securities to the approval of the officers of the currency
associntions already organized and already in full operation.

It was suggested by the Senator from Colorado that the com-
mittee had not investigated this propesition carefully. Why,
the committee reported and the Senate, on August 4, adopted
a provision upon this subject. In the act approved Aungust 4,
1014, coming from the Committee on Banking and Currency,
was the following proviso:

Provided further, That the Secretary of the Treasury, In his discre-
tion. is further authorized to extend the benefits of this nct to all
gualified State banks and trust companies which have jolmed the Fed-
eral reserve system or which may contract to join within 15 days after
the passage of this act.

So the subject has been before the commitfee. The com-
mittee has considered a subject of this kind, and the commit-
tee has entertained the opinion that the State banks ought to
come in.

One of the limitations placed upon the State banks was that
they should join the I'ederal reserve association within 15 days.
I know of a number of State banks in my State that contracted
to join the Federal reserve association, and the Treasnry De-
partmment held that this provision dld not carry with sufficient
clearness the exemption of the State banks from the 10 per cent
tix earried by the act of 1875; and thereupon the banks aban-
doned any furtber procedure to take advantage of this provi-
sion of the ael of Angust 4, 1914, which the committee gnve us.
They abandoned it because they found that their notes would
be heid by the Treasury Department to have a double tax—the
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Vreeland-Aldrich tax and the 10 per cent tax of the act of
1875—put upon them.

So. really. in this amendment we are simply seeking to do
what we have had suggested to us by the committee. We are
seeking to enact what I thought at the time was a splendid sug-
gestion that came from the committee. A number of State
banks have been contemplating taking advantage of this act,
and began making their arrangements to use it, some of them
having actually gone to the extent of presenting applications
which amonnted to contracts to join the Federal reserve system.

Mr. REED. Mr. President

The VICE PRESIDENT. Does the Senator from Georgia
¥ield to the Senator from Missouri?

Mr. SMITH of Georgia. I do.

Mr. REED. With the Senator’s permission I will suggest to
him that the amendment to which he refers, contained in the
act of August 4, 1914, and which was an amendment to the
Federal reserve act, was in this language :

Provided. That the Secrelary of the Treasury, in -his discretion, is
further authorized to extend the benefits of this act to all qualified
State banks and trust companies which have joined the Federal reserve

gystem, or which may contract to join within 15 days after the passage
of this act.

It will be observed, first, that the language adopted at that
time vested in the Secretary of the Treasury the discretion to
admit or to reject; second, that in order to obtain the benefits
of the act the State bank or trust company was obliged to join
the Federal reserve system. Is it not true that the Senator’s
present amendment omits both of those qualifications?

Mr. SMITH of Georgia. It does. ‘

Mr. REED. Is it not also true that under the act of August
4, to which I have just referred. vesting in the Secretary of
the Treasury the discretion to permit or not to permit a State
bank to have the benefit of this system, and under the further
provision requiring the State banks to seek membership in the
Federal reserve system, the Secretary of the Treasury was
thereby empowered to examine these banks upon their applica-
tion to come in, and thus was able to advise himself of their
finaneial situation? Is not that omitted from the Senator's
present proposition?

Mr. SMITH of Georgia. No; I do not think the latter pro-
vision is omitted, because we added at the close of this amend-
ment that the banks should be admitted only under such rules
and regulations as the Secretary of the Treasury might pre-
seribe, and what we had in view was that when, under the
Vreeland-Aldrich Act, they applied for admission they would
apply subject to such examination as he by these rules would
require, and clearly the power is given him to designate the
system of examination that he would make before he admitted
them. ! . !

Mr, REED. Now, let me ask the Senator another question.

Mr. SMITH of Georgia. Just one word more in answer to
the Senator. I think clearly this amendment covers that part
of it—the examination feature and the discretion as to the
standing of a bank before it is admitted. Undoubtedly, how-
ever, the Senator is right in saying that this amendment does
not require that the State banks, to obtain the benefit of this
emergency law, shall at once contract to join the Federal re-
serve system, In that connection I will state to the Senator,
as that was the first part of his question, why that was omitted.

There are a number of excellent State banks which contem-
plate within my knowledge eventually joining the Federal re-
serve system, which hold a class of securities in the shape of
mortgages upon real estate ir excess of 25 per cent of their
capital stock, and they are taking steps to liguidate those
mortgages and to put them in different shape so as to be in a
position to take stock in the Federal reserve banks.

Mr, REED. Now, let me put another question to the Senator.
I am coming to the practical part of this question, or, rather, to
one of the practieal sides, for I think it has several.

The Federal reserve system, it is contemplated, will be in
operation within 90 days. How many State banks and trust
companies could the Treasury Department examine and grant
relief to in that period of time, particularly when the reason
why these State banks and trust companies have not already
become national banks is bécause their business has been of
such a character as to bar them from becoming national banks?

Mr. SMITH of Georgia. I do not think the Secretary of the
Treasury would be required to make any great examination
into the entire condition of th2 banks. The securities they bring
forward to the currency assoeiation would be scrutinized by the
officers of the currency sssociation, and as the banks repre-
sented by the officers of the currency association would become
jolntly liable for the obligations of the banks coming into the
currency association, securities would be required amply suf-

ficient to protect the notes, or else the notes would not go out to
the State banks.

Mr. REED. I grant you that if a State bank were to come
into a currency association organized by national banks, that
association being a perfectly solvent one, it might well be said
that the addition of a State bank or two would not make any
difference; but if che State banks ovtnumbered the national
banks by three to one as they do in the Senator's own State, if
I correctly recollect the statement

Mr. SMITII of Georgia. They do in number, and about
two to one in capital; but the number that could join, limited by

this requirement of $25.000 of eapital and 20 per cent o_f sur= -

plus, is about the same in capital as the national banks.

Mr. REED. Then you would, or might, inject into this cur-
rency association enough State banks so that one-half of the
capital would be represented by State banks, not one of which
the Government has the slightest power to examine, not one
of which has ever been examined by the Government, and all
of which are doing a character of business now prohibited to
the national system of banks. \
hl\Ir. SWANSON. The currency association would examine
them.

Mr. REED. I heard the remark of the Senator from Vir-
ginia that the currency association would examine them. How
do you know that a currency association to be composed of a
majority of State banks and trust companies, and possibly
dominated by that majority of State banks and trust companies,
would examine with the degree of particularity which is neces-

sary?

Mr. SMITH of Georgia. In the first place, the suggestion of
the Senator implies the fear that at least a majority of the
State banks themselves are not doing a careful business. That
sngeestion. T think, could not be sustained. The large majority
of State banks in every State, I think you will find, are just
as sound, and iust as solvent, and just as c¢areful as the na-
tional banks.

Mr. REED. I would not agree to that proposition. I am
not at all reflecting upon the State banks, but I do not think
they are, taking them as a whole.

Mr. SMITH of Georgia. Well, possibly not as a whole; but I
sald the large majority of them.

Mr. SMOOT. The panic of 1892-93 demonstrated that they
were.

Mr. REED. Oh, I do not think that follows.

Mr. SMOOT. There is not any question abont that,

Mr. SMITH of Georgla. The State banks had no larger per-
centage of failures than the national banks in 1803, I know.

Mr. SMOOT. That is what'I had reference to.

Mr. REED. I want to follow this a little further.

Mr. SMITH of Georgia. I know the Senator is condncting
an investigation and an inquiry, about which he is perfectly
frank, and I answer him by saying that there will be no danger
from that source. A few weak State banks might get into the
currency association, but the large majority of them would be
perfectly strong and sound, and would join with the best na-
tional bainks in watching the collateral put up with just as much
care and zeal as the best national banks wounld wateh it. ]

Mr., VARDAMAN. Mr. President, may I ask the Senator a
question? 4

Mr. SMITH of Georgia. The Senator from Missourl had not
finished his question. :

Mr. REED. I will give way to the Senator from Mississippi.

Mr. VARDAMAN. If the Senator and other Senators object
to the amendment because they fear that a proper scrutiny
would not be made of the affairs of the State banks, what
would be the objection for providing for that in the amend-
ment? Certainly nobody objects to the most careful scrutiny
being given.

Mr. SHAFROTH. Mr. President, the Treasury Department
could not inspect these banks in the nine months that the Ald-
rich-Vreeland Act lasts,

Mr. VARDAMAN. There will be no trouble about that.
Now, as a matter of fact. we have in my State a law that is
very rigidly enforced for examining the State banks. We have
a State bank examiner. There will be no trouble about that.
They could examine them in 30 days, if necessary, -

Mr. REED. I wish to suggest to the Senator—— ;

Mr. SHAFROTH. Mr. President, it sometimes takes an
examiner two or three weeks to examine one bank, and if the
Federal system is going to depend upon State inspection there
is no security to it. Of course banks usually pay, but you have
got to wateh out for the eritical times when they will fall down.

Mr. VARDAMAN. I hardly think every bank would have
to have its affairs gone over exhaustively., It would be only
those banks upon which suspicion rested. That is a matter of
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detail, however, that need not vex the minds of Senators just
now.

Mr. SMOOT.  Mr. President, if I may make a suggestion to
the Senator from Missouri, in further answer to what the Sen-
ator from Georgin has already stated in regard to the State
banks entering the currency associations in such numbers that
they might control the associations: First, no State bank can
become a member of a currency association without first re-
ceiving the consent of the association; secondly, the currency
association is compelled to refer the application to the Secre-

tary of the Treasury before ever it can grant the privilege. So

it is not very likely that the association is going to allow the
State banks to run away with it; and if they even did under-
take it, the Secretary of the Treasury would not allow it.

Mr. BURTON. Mr. President, T should like to ask the Sen-
ator from Utah in what provision of the law he finds the veto
power of the members of the association to prevent a new bank
from coming in?

Mr. REED. Mr. President, the questlon suggested by the
Senator from Utah was in line with one to which I intended to
call attention.

Mr. BURTON. It seems to me the Aldrich-Vreeland Act
always was lacking in definiteness as to the admission of new
members, and I am not aware that there is any provision that
gives the directors of the association the right to refuse an
applying bank.

Mr. SMOOT. Mr, President, I have not the provision before
me, but I do know that within 10 days the question came up of
some of the banks in Salt Lake City joining the San Francisco
association. I was advised by the Secretary of the Treasury
that they would first have to make application to the currency
association, and the currency association would pass upon the
application, and it would be referred to Washington and be

passed upon by the Secretary of the Treasury. The Secretary
tolr] me, in order to hasten the securing of a final permit, to
wire the banks in Salt Lake City that they conld make their
application in duplicate form, send one copy to the currency
association at San Francisco and one copy to the Treasury here,
and he in turn would telegraph to the currency association at
San Francisco to lef him know by wire whether or not the
application was accepted, and he would act on that telegram,

Mr. SMITH of Georgia. Mr. President, I think I ean answer
the Senator from Ohio. The language is general, and the lan-
guage of the act largely left it to the Treasury Department to
work out the detailed plan. In practice the rule is that the
Secretary of the Treasury considers the application from a
bank only after it has been approved by the local currency asso-
ciation. '

Mr. SMOOT. That is it

Mr. SMITH of Georgia. And he admits banks fo membership
with the approval of the loeal currency association. I know
that has been the practice with our association,

Mr. BURTON. But, Mr, President, suppose Congress passes
a law making State banks not members of the Federal reserve
association eligible for this membership; would not that create

a very embarrassing situation for an existing association if it

sought to refuse membership? Is. there not some ground for
irritation and friction on the part of banks organized under
national charters when asked to associate with those organized
under State charters?

Mr. SMITH of Georgin. Mr. President, a week ago last
Monday I was in the city of Atlanta, and was advised that
all the collateral presented by a certain bank for note issues
was turned down, and the bank was courteously told that the
officers did not feel disposed to encourage it to receive any
notes on the character of collateral presented.

Mr. BURTON. That probably was a conservatively and well
managed bank.

Mr. SMITH of Georgin. I think you will find that these
currency associations, where nothing is to be gained by permit-
ting the issune of currency to some other bank, and where
absolute liability for such issue on their own banks is the con-
sequence, are as conservatively managed and as carefnlly
guarded as any institutions that can be found anywhere.
Senators should bear in mind that the officers of these curreucy
associations, five in number usually, who give their time to
passing upon these credits, represent five of the most important
banks in the territory, and they approve securities only for the
benefit of the bank receiving them and the benefit of the publie.
When they approve them they make their own bunks guarantors
of those securities, and guarantors of the eapacity of the bank
to meet the notes it receives, with no gnin to themselves and
no profit to their own banks and po object in view but the
public good. As this act was drawn, they guard all note issues

as they guard their own eredits, and, in faet, far more closely
than they guard even their own loans.

Mr, PAGE. Mr. President—

The VICE PRESIDENT. Does the Senator from Georgia
yield to the Senator from Vermont?

Mr. SMITH of Georgia. Yes. :

Mr. PAGE. I should like to ask the Senator a question. I
have just been home, as the Senator knows, and while there I
had occasion to inguire of some national-bank officials as to
whether or not they would enter the national currency asso-
clation. :

Mr. SMITH of Georgia. State banks?

Mr. PAGE. National banks. I found quite a considerable
amount of opposition to entering the currency associations. be-
cause each bank had to become jointly and severally responsible
for all the other banks; and banks that were strong reasoned
in this way: “ Why should we go in, when we know that we
shall have no occasion to want currency, and become respon-
sible for the weaker banks?"

It occurred to me that you might break down the whole sys-
tem if yon insisted that the weaker State banks should be ad-
mitted to this association. I understand that under your
amendment any bank with $30.000 of capital and surplus—
$25,000 capital and $£5,000 surplus—may enter. It seems to me
there might be an objection on the part of the stronger national
banks to entering this currency association. The point I would
call to the attention of the Senator is this: A national bank
is not only liable to the extent of its capital and surplus. but
its stockholders may be assessed. That may be true as to the
State banks in some of the States, although I presume there
are several States which do not have that law.

Mr. SMITH of Georgia. In most of the States that is true.

Mr. PAGE. But I think there are some where there is not
now this double liability, and it seems to me that if we are to
take in these banks that do not

Mr. SMITH of Georgin. I stated that in most of the States
they have a double liability.

Mr. PAGE, But there are some that do not.

Mr. SMITH of Georgia. There may be.

Mr. PAGE. If we take in those banks that do not have a
double liability, we tend to disconrage the stronger banks from
entering the association. More than this, the Senator kuows
that a national bank is compelled under the banking laws to
have liquid assets, so that it may be able to meet any demands
upon it at any time, while the State banks, especially in the
South, which, I suppose, loan largely on real estate, have as-
sets that are not liquid, and in case of any trouble they could
not respond as national banks could.

1 am interested in a State bank, and so far as my personal
interest is concerned I would, perhaps, be with the Senator; but
it seems to-me that we are liable, possibly. to break down the
whole system if we undertake to inject into it a lot of banks
that have not the double liability, a lot of banks whose assets
are such that they could not. in case they were called upon,
respond under the provisions of the Senator’'s amendment.

Mr. SMITH of Georgia. But the Senator must bear in mind
that here are officers of other banks who when they allow one of
these banks to receive any currency becomes liable themselves
for it, and they require that bank to put up a collateral, a
security which they know so that they know they can get the
money several times over before they furnish the notes.

Mr. PAGE. But while that is true its transactions are such
and the assets of the bank are such that prompt liguidation
would be contingent largely upon sales of cotton, lumber, and
like commodities, which ecan not to-day, and may not in a year
fr(l)fl to-day, be gquickly realized upon so as to respond to any
ca

Mr. SMITH of Georgia. No; I said that the large State
banks carried a part of their loans on real estate. That at pres-
ent makes them ineligible to connection with the reserve hanks;
but I did not mean at all that they had no other support or had
no other quick assets, but beyond question that the assets which
will be required by the clearing-house association will be quick
assets.

Mr. PAGE. I should not doubt that the assets required
would be good assets.

Mr. SMITH of Georgia. And quick assets.

Mr. PAGE. But they might be based upon cotton, and I un-
derstand that cotton to-day is not a quick asset.

Mr. SMITH of Georgia. They will he assets that the officers
of the clearing-house associntion would be willing to take for
the currency issued. You can absolutely count on that.

Mr. PAGE. Baut, if I may be allowed, I should like to sug-
gest to the Senator that a strong national bank, with its nssets
liquid. so that it can at any tim respond to any call upon iz,
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may have serious question as to the advisability of entering an
assoclation where the banks of the association are largely made
up of little banks. many of them. perhaps. with $20,000 capital
and $5 000 sarplns. and with practically nothing in the way of
liquid assets to enable them to respond to a call in case a call
is necessary.

Mr. SMITH of Georgia. They would not extend to such a
bank the privilege of issuing any notes, because they would
reject its security.

Mr. PAGE. In any case those banks are not as strong as
the national banks with which they are called upon to assbciate.
They are not as strong——

Mr. SMITH of Georgia. If a bank with $25,000 capital or
$30.000 total came up to obtain an issue of 75 per cent of its
capital, §22500, that bank would not get the notes and would
not be allowed the privilege of issuing the notes by the officers
of the currency assoc'ation unless it put up for the notes good
assets that could be turned certainly into cash before the notes
were called.

Mr. PAGE. Baut, for all that, the Senator will agree that it
wonld certainly mean a grest lowering of the averace strength,
a great lowering of the ability to promptly meet a demand, and
a grent lowering in the liguidity of their asssts,

Mr. SMITH of Georgia. No; I do not admit it. As to the
size of the issue their assets will be ng good as those of the large
banks. Compared to the size of their issue they will be smaller
units and much smaller issnes.

Mr. SMOOT. And less liable to fail.

Mr. SMITH of Georgia. Their history has been that they
are certainly no more liable to fnil. The only bank we have
had that failled in the past two years in my State was a na-
tional bank. so far as I ean recall.

Mr. PAGE. 1 desire to ask the Senator a question predicated
upen the information I received in the pnst week in discussing
this question with national bankers in Vermont.

Mr. SMITH of Georgia. There are some large banks that do
not need the beaefit of the currency association and do not
Join it.

Mr. PAGE. Those currency associantions must have a capital
of £5.000,000.

Mr. SMITH of Georgia. That is true.

Mr. PAGE. We have in Vermont national banks with an
entire capital of only seven or eight million dollars. and you
could not get an association there with the required five milllon
capital if you left out the stronger banks. which, perhaps, would
not come in if they had a fear that they were going to be associ-
ated with banks not as strong in lignid assets as they were.

Mr. SMITH of Georgia. It is the stronger banks that have
already joined. It would be a strong association and they are
amply able to guard themselves agninst any weak banks.

Mr. PAGE. 1 confess they ean do it; but let me suggest to
the Senator that it might cause some of the stronger banks that
ought to be in the pssociation to keep ont.

Mr. SMITH of Georgia. The stronger banks that have not
alrendy joined are not going to join. T think that is practiceally
eertain., They are in control of the stronger banks. Their
officers have been selected. They are officers of the strong bank.

I say frankly, Senators, this is the only plan I ean see to
relieve a condition in half a dozen States that is deplorable. I
believe it will relieve that condition in the States of North
.Carolina, South Carolina, Georgia, Alalama, Mississippi, and
Lounisiana, Texas has the largest number of national banks
in proportion to its banking ecapital by far of those in the
South. I am not sure thot Texas needs it as these States do,
but the national banks in these States carry the heavy business.
the heavy commercinl business, the large wholesale houses, the
large merchrnts. Many of the State banks with quite a large
amonnt of capital and with excellent surplus are loeated more
in the rural sections. They are just ns solvent, their notes
are just as good, not for as large a sum as fhe big national
banks, but for the extent to which they are used they are just
as good.

Mr. PAGE. Are the banks the Senator refers to now able,
and would they be able in case there was a demand for the
prompt liguidation of their paper, to get the money from their
assets?

Mr. SMITH of Georgia. Absolutely.

Mr. PAGE Where would it come from?

Mr, SMITH of Georgia. I will tell yon. They have good
notes, They have good mortgages on real estate that will sell,
and sell guickly. They loan only about 25 per cent of their
money, perhaps 20 per cent. Thelr loans are not for the pur-
chase of real estate; their loans are for the conduct of farm
business,

Mr. PAGE. T do not see where they would get quick money
from in case they were called upon to liquidste.

Mr. SMITH of Georgia. The paper would sell.

Mr. PAGE. Where would they find customers for it?

Mr. SMITH of Georgia. They would find a customer, if
gmf Lr.v. at a disecount, not at its fuce. They will put up

or

Now, what will they do with this money? I will give you
that. This money that these banks get will be advanced at
about $10 a bale on cotton. That is about all the farmers there
are asking for. The money would largely be advanced by these
St:atedbam at a small sum; that would be about 2 cents a
poun

Mr. PAGE. My experience is——

Mr. SMITH of Georgia. The advances will largely be made
on security that can be sold in any market to the amount on
which they make the advances.

Mr. POMERENE. Mr. President——

The VICE PRESIDENT. Does the Senator from Georgia
yield to the Senator from Ohio?

Mr. PAGE. Just one sentence, if the Senator will allow me.
We understand that the difference between n State bank and a
national bank Is largely this: The national-bank system Is
predicated upon the idea_that the assets shall be liguid. The
State system is predicated upon the idea that the loans are
largely made to farmers. who can not pay, who do not expect
to pay, except at their convenience. I know of banks that have
millions of dollars of notes due on demand secured by furms,
and in case they were compelled to raise money to pay a press-
ing demand it would be difficult to do it. The notes would be
good ; there is no question about that. They are just as good
as the Bank of England, and better perhaps, but they are not
liquid, and you can not get quick money out of them.

Mr. SMITH of Georgia. I want to say to the Senator that,
so far as these currency associations in the Stites in which I
am especially interested are concerned, the bank that gets the
privilege of an issue from them, where they themselves become
liable for that iseue, will put up something that can be turned
into cash on short order.

_ Mr. SMOOT. I know the business of the world is not coming
to a standstil immediately and require every note to be paid
at once. If that were true no bank in existence could pay the
demands made upon it.

Mr. PAGE. But you are injecting into the system, a system
designed for national banks alone, banks that have no expec-
tation of standing upon a par with national banks in regard
to the liguidity of thelr assets.

Mr. SMITH of Georgia. As to these particular notes, they
will stand upon the same basis or else they will not get them.
If the banks are of the class to which the Senator refers they
will not get »ny notes.

Mr. SMOOT. I wish to say to the Senator from Georgia, so
far as the State banks in the West are concerned, if they were
called upon to liguidate they could liguidate just as quickly and
just as successfully as any national bank that Is organized in
the West.

Mr. POMERENE. Mr. President——

The VICE PRESIDENT. Does the Senator from Georgia
¥ield to the Senator from Ohio?

Mr. SMITH of Georgia. 1 yield to the Senator from Ohio.

Mr. POMERENE. Can the Senntor give us an estimate of
the amount of extra currency the State of Georgia might take
out in the event that this amendment were adopted?

Mr. SMITH of Georgia. T believe it was estimated that the
nationnl banks could increase their currency $15.000 000.

Mr. POMERENE. No; they can incrense it more than that.

Mr. SMITH of Georgia. In the State of Georgia?

Mr. POMERENE. In the State of Georgin. You have 115
banks, The capitnl stock of those bsnks is $15.048500, and
they have a surplus amounting to $9.454.832.58. Assuming, of
course, that all these banks had the necessary surplus of 20
per cent so that they could issue 125 per cent of their eapital
and surplus, the national banks now could take out cnrrency
under the Aldrich-Vreeland Act to the amount of £30,620,469.

Mr. SMITH of Georgla. Less that alrendy issued.

Mr. POMERENE. Less that already Issued.

Mr. SMITH of Georgin. I understand already there is about
$£14,000.000 or $15.000,000 of currency taken out.

Mr. POMERENE. I do not have before me ‘the amount
which the Georgia banks have already taken out.

Mr. SMITH of Georgia. I believe most of the Georgia bank:s
have their regular currency of 40 per cent.

Mr. POMERENE. Assuming that these banks would nmll
themselves of their privilege, does not the Senator think
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$15,000,000 or $20.000,000 would pretty well take care of the
present needs of Georgia? y

Mr. SMITH of Georgia. I do not. I believe that quite a
number of them would prefer that the State banks should come
into the association and take it direct.’ I believe probably the
total issue to Georgia would go as high as $§25,000,000 or
$30.000,000. I think that is a fair estimate. It is the only
feasible way that I see of practically carrying the benefit of
our emergency currency to the people in our section, where it
is s0 much needed. That it will be absolutely safe I have no
doubt. I know it will be safe.

Mr. POMERENE. I am just as anxious as the Senator can
be to aid in every way possible, but I am not willing to aid
any one locality, whether it is in Ohio or Georgia, in a way
that might indicate serious jeopardy to our financial system.
That must be pres=rved above everything else, in my judgment.
I doubt the wisdoim of extending this privilege now without
some additional safeguards to the smaller State banks par-
ticularly. ]

Mr. SMITH of Georgia, The safeguards are thrown around
it. The rules and regulations and the power of limitation of
the Treasury Department guard it. I can not express myself
too strongly in advocacy of this amendment, but I will not de-
tain the Senate further.

Mr. VARDAMAN. Mr. President, I want to supplement
what the Senator from Georgia [Mr, SMmiTH] has just said by
stating that in Mississippi there are 326 State banks and only
32 national banks., Unless an amendment of the present law
of this character shall be enacted by Congress it leaves the
people of my State in a very deplorable condition. With the
privilege of issuing currency which is afforded by this law it
will enable the banks to earry Mississippi's surplus crop of
cotton and greatly reduce the loss which threatens the farmers
of the cotton-growing section of the Republic, It is a measure
designed to give immediate and substantial help to the class
of people whose toil feed and clothe the world and whose energy
furnish the substratum for the entire superstructure of com-
merce. Without it I see no way to prevent the cotton erop
of the South being sold at a sacrifice.

Now, as to the argument that currency would be rendered
cheap by inflation, I want to say the terms of this proposed
law provide that not one dollar of currency shall be issued
without the approval of the Secretary of the Treasury; not
a single bank ecan become a member of the association without
the approval of the Secretary of the Treasury. The directors
of the currency association have to pass upon it, and every
pussible safeguard, it oceurs to me, is thrown around the issue
20 as to make it safe and secure, The demand is urgent and
the situation is unusual.

I have no fear whatever of an inflation; I have no fear that
any money or cirenlating medium is going to be issued but that
which has behind it safe, sound, and reliable security. I hope
that Senators may see the necessity for prompt action and that
the amendment offered by the Senator from Georgia [Mr.
SMITH] may be adopted.

Mr. REED. Mr. President, I desire to present a unanimous-
- consent agreement. It has, however, been suggested that we
might possibly vote upon the pending amendment this evening.
I do not think the amendment is in proper form, even if the
principle were to be conceded. I do not think any bank ought
to have the benefit of the Federal reserve system, which re-
lates only to national banks and which was created for the
national banking system, unless it shall signify its willinguess
to become a member of the system and unless it is specifically
provided that the Secretary of the Treasury shall have the
power to examine any bank before issuing the currency.

If the principle contended for by the Senator were to be con-
ceded at all there should be a provision that the State banks
and trust companies must signify their intention to become
members of the Federal reserve system, because, first, this is
a Federal act the benefit of which they desire. The credit of
the Federal Government is, in the last analysis, involved, and
no bank that is not willing to become a member of the Federal
reserve system which is being created ought to have the benefit
of the Aldrieh-Vreeland Act, which is merely the stepping-
stone which we intend to employ to pass from present conditions
over to the Federal reserve system.

In the second place, there should be a specific provision au-
thorizing the Secretary of the Treasury to cause an examination
to be made of any of these banks, a power which he does not
at all possess at the present time.

In the third place, if the money goes directly to any one of
the State banks without passing through u currency association
there should be a requirement of additional security, because
there is no double liability on the part of a State bank.

With those three defects cured, it seems to me no very great
harm could come, unless it is found in this fact, which I think
has been overlooked in the debate: The Aldrich-Vreeland Act,
it has been said, will not permit banks to become members of
currency associations until and unless the Secretary of the
Treasury has approved the currency association membership.
If that were universally true, if it were necessary to issue all
of this money through a currency association, the situation
would not be especially dangerous; but I do not think thit is
the case. I think that after a currency association has heen
formed a bank desiring to become n member of the association
must obtain the permission of the Secretary of the Treasury,
but that in the primary organization of an assoeciation such
permission is not required.

Mr. SMOOT. Mr. President——

Mr. REED. T desire to read the law upon that question.

Mr. SMOOT. I will wait until the Senator reads the law.

Mr. REED. That perhaps may settle it. I have read it
hastily, and T may be in error; but let us settle it just as we
should, according to the facts. The act provides:

That national banking associations, each having an unimpaired capi-
tal and a surplus of not less than 20 per cent, not less than 10 in num-
ber, having an aggregate capital and surplus of at least $5,000,000, may
form voluntary assoclations to be designated as natlonal currency asso-
ciatlons, The banks uniting to form sucn asscclation shall, by their
presidents or vice gresldonts, acting under authority from the board of
directors, make and file with the Secretary of the ’I‘yrcasury a certificate
setting forth the names of the banks composing the association, the
principal place of business of the association, and the name of the asso-

ciation, which name shall be subject to the approval of the Secretary
of the Treasury—

Which name shall be subject to the approval of the Secretary
of the Treasury.

['Fun the filing of such certificate the associated banks therein named
ghall become a body corporate, and by the name so designated and ap-
proved may sue and be sued and exercise the powers of a ¥ cor-
porate for the purposes hereinafter mentioned : Provided, That nof more
than one such nationmal currency assoclation shall be formed in any
city: Provided further, That the several members of such national cur-
rency assoclation shall be taken, as nearly as conveniently may be,
from a territory composed of a Btate or part of a State, or contiguous

rts of one or more States: And provided further, That any national

ank in such eclty® or territory, having the qualifications herein pre-
scribed for membership in such national currency assoclation, shall,
upon its aBpl!cntinn to and upon the approval of the Becretary of the
Treasury, be admitted to membership in a national currency  associa-
tion for that city or territory, and upon such admission shall deemed
and held a part of the body corporate.

In the original formation the Secretary of the Treasury has
nothing whatever fo say, except as to the name. Any 10 banks
possessing an aggregate capital and surplus of $5,000.000 can
get together and organize, and all the Secretary of the Treasury
has anything to say about it is that he can approve or disapprove
the name, After they are organized, if another bank wants to
become a member, it does not become 4 member by a vote of the
banks, but it becomes a member by the permission and anuthor-
ity of the Secretary of the Treasury. So that if there was one
of these associations now existing in the city of Atlanta, Ga.,
and there were 20 banks belonging to it, and a new bank wanted
to join, it would have to apply to the Secretary of the Treasury;
but if this amendment were adopted and 20 country banks
wanted to get together and form an association, and they had
an aggregate capital of $5.000,000 and had the other qualifica-
tions prescribed in the law, they could form that association,
and the Secretary of the Treasury could not stop them, provided
they did not invade the terrifory of a currency association
already formed.

Mr. SMITH of Georgia. Could that be accomplished without
the approval of the Secretary of the Treasury?

Mr. REED. Why, certainly; I think so.

Mr. SMOOT. Allow me to read further from the law.

Mr, SMITH of Georgia. In my own State I know it could
not be accomplished.

Mr. SMOOT. Will the Senator allow me to interrupt him at

this point?
Mr. REED. Yes.
Mr. SMOOT. If the Senator would continue the reading he

would find this:

The affairs of the association shall be managed by a board consisting
of one representative from each bank. By-laws for the government of
the association shall be made by the board, subject to the approval of
the Secretary of the Treasury.

So that no currency association ean be formed and do business
with the Secretary of the Treasury—and it would have to do
business through him-—until its by-laws had not only been
submitted to but had been approved by the Secretary of the
Treasury. ., .

Mr. REED. Does the Senator seriously claim that the right
to approve a by-law adopted by an association gives the right
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to pass upon the eredit and stability of the units composing that
association? Surely he does not contend that.

Mr. SMOOT. I take the position that the power is in the
hands of the Secretary of the Treasury, as to whether there
shall be ereated anywhere in the United States a currency
association. If an association Is not created, of course no
application can be made for emergency currency., If an asso-
ciation were attempted to be created without the approval of
the Secretary of the Treasury. it would have nothing whatever
to do in any way with the Treasnry Department, but would
be null and void, so far as the provisions of the law are con-
cerned. and so far as the ability to secure emergency currency
is concerned.

Mr. VARDAMAN. Mr. President, T shounld like to ask the
Senator from Missonri if he thinks that a currency association
could issue any money without the approval of the Secretary
of the Treasury?

Mr. REED. Ob, no. The truth about the matter' is that
the entire right to issve money under the original law and under
all the amendments, if I correctly understand them, in the last
analysis is dependent upon the approval of the Secretary of the
Treasury.

Mr. VARDAMAN., Does not that imply that he has the right,
then, to Iinvestignte the standing of the banks which form the
currency association?

Mr. REED. It implies the right of the Secretary of the
Treasury to accept or reject, but that does not carry with it
the right to enter the doors of the bank. to go to its books,
to count its cash, and do all the other things necessary. My
own present feeling about this matter is that if the nmendments
which I have suggested were added to the amendment of the
Senator from Georgla it might not be objectionable. I do mnot
want absolutely to commit myself to it; but with the general
thought that is in the mind of the Senator from Georgia I am
in most hearty sympathy. With the method he proposes to
work it out I am not entirely satisfied.

Mr. VARDAMAN. What are the amendments which the
Senator has proposed to the amendment of the Senator from
Georgia ?

Mr. REED. That the right should be limited to those banks
that agree to join the Federal system; that there should be the
specHic right reserved to the Secretary of the Treasury to ex-
amine the banks——

Mr. VARDAMAN. I think there is no objection to that.

Mr. REED. I do not think it ought to go beyond the banks
that will come into the system.

Mr. VARDAMAN. Mr. President, I should like to suggest to
the Senator from Missouri that the laws which have been
passed and which it is proposed to pass are not for the benefit
of the banks, but for the good of the people. We are not in-
terested now in enlarging the Federal reserve system. If the
State banks, after they have had this experience, should prefer
to go back to the State law and live under that law. it wonld
not be detrimental to the Federal reserve system. I do not see,
if it were to the interests of the people that State banks should
remain under the State laws, why anyone should imsist upon
their being members of the Federal reserve association.

Mr. REED. To explain that would involve the statement of
many reasons; but I insist that since we have adopted the
Federal reserve system—which means that the Government of
the United States is practieally back of the banking system of
this country—therefore all banks receiving the benefit of it ought
to be willing to come in and become a part of it.

Mr. SHAFROTH. Not only that, Mr. President, but I sng-
gest that the State banks have certain privileges over the na-
tional banks, and if we are going to extend the Federal system
to the State banks withont any responsibilities or liabilities
upon their part such as are imposed upon the national banks,
the national banks will desert the Federal system and seek
State charters. That is what they will do, and therefore we
will have no Federal system.

Mr. REED. Mr. President, I desire to propose a unanimouns-
consent agreement, but I wish to make a preliminary state-
ment. It was expected that this short bill when it was intro-
duced would be enncted into law and be put into effect at once,
and that its benefits to the counfry would be realized at once.
It has been here nearly a week. and we have been discussing it
now about three days; I think that we have discussed it until
everybody understands it. and I think we ought to dispose of
the nmendments as they come along with but short debate. I
do not believe it is necessary to have great, long discussions on
a proposition that is so simple as this sand In so small a com-
pass, and, while I may be taking a wrong view, I wish to sug-

gest to the Senate the following: :
it is agreed by unsnimous consent that not later than 2 o' elock—— |

Afr. SMOOT. Mr. President, I will say to the Senator that
at this time I should not like to agree to any request for unani-
mous consent affecting the pending bill, and if the Senator were
to submit the request it would only take the time of the Senate,
:1:;3 I ask him not to present the proposed agreement at this

e -

Mr. REED. Very well.

Mr. SMOOT. Mr. President, this may be a little bill, as
stated by the Senator from Missouri, but it is only little so far
as the length of it is concerned. The more it is studied the
more far-reaching its provisions appear to be.

I have made a statement here several times in debate which
I wish to correct. I have noticed also that it has been made
by many other Senators. In order that the ReEcorp may be
right 1 wish at this time to make a further stutement in rela-
tion to the amonnt of currency that could be issued under the
Vreeland-Aldrich Act as amended. It has been generally
stnted that the amount would be a billion dollars. Mr, Presi-
dent, I have made that statement offhand time and again
during this dlscussion; but it is not correct. and 1 think the
Senate ought to know just about what amount can be issued
under the amendments that have been already adopted to the
Aldrich-Vreeland Act.

The capital stock of the national banks in the country, ac-
cording to the last report, was $1.058.192 335, The surplus of
the national banks amounts to $723,348266.58, or a totnl of
capital and surplus of the national banks of $1.781,530,601.

The Senate has already adopted an amendment that they can
issue of this eurrency an amount equal to 125 per cent of the
capital and surplus of the national banks of the United States
if they conform to the provisions of the law as to capital and
surplus, i

Mr., BIMMONS. Mr. President, does not the Semator lose
sight of the other provision—*less the amount of circulation
already issued™ ¢

Mr. SMOOT. If the Senator wi!l wait, I will cover that point.

In looking up the figores we find that there are a number
of national banks that have not the required capital, and there-
fore are not entitled to issue emergency currency. We also find
that there are n number of national banks that have not yet
the required 20 per cent surplus, and unless they have surplus
funds of 20 per cent they are not entitled to issue emergency
currency. So, taking those two classes of banks out of the
national banks’ capital and surplus, as stated by me, there
would be, under the provisions of the present law, if all of the
national banks took advantnge of the law, an issue of an
amouut equal to $1.287.866.000.

Mr. GALLINGER. Mr. President, has the Senator made any
calculation a8 to the amount that might be issued under the
proposed amendment provided all the State banks took advan-
tage of it? A

Mr, SMOOT. Of course, the amount of the capital and sur-
plus of the State banks of the couniry is at least three times
the amount of the capital and surplus of the national banks,
and therefore their issue could be three times as great.

I will continue now and say this: On August 19, when these
figures of capital and surplus were reported by the Tre:sury
Department, there had been issued up to that date emergency
currency to the amount of $154.085,000. That is to say, on Au-
gust 19 there still could have been issned by the nation 'l banks,
if they had the security and made application, $1,441,951.000.

I felt, Mr. President, on account of the statemeunts I have
made in the disenssion upon several occasions, that I ought to
put the correct figures in the Recomp, and not, as we have been
doing, state offhand what they were.

Mr. President, I do not want the Senator or the Senate to
take my word in this matter. I will take the statement directly
from the Treasury Department. Th's is what the Treasury
Department says; I will read it. so that the Senate can see that
the figures are exactly as I stated they were:

The amount of additional eurrency issued or directed to be issued
under the provisions of the Aldrich-Vreeland Act, as amended by the
Federal reserve act snd the act of Avgvst 4, 1014, from An7Tst 3
1914, to Angunst 19, 1914 (no currency had been issued under this act
prior to August 3), was $154.085,000, leaving—

Now, note what the department says—
leaving $1,287,866,000 still i{ssuable in the discretion of the Seeretary
of the Treasury.

Then in this letter the Secretary goes on and teils to what
States the emergency currency has been issued and what the
applications are for additional currency.

Mr. President, I sympathize greatly with the positien taken
by the Senator from Georgia [Mr. Smira]. The objzct the
Senuator has Is to reach the small farmer with a few bales of
cotton who desires to make a loan from his local bank. If his
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State is the same as my State, there are three tinmics as many |

State banks in it as there are national banks, and the State

banks are generally located in the sparsely settled districts of |

the State. The deposits of these banks are not large. Their
power to loan is limited.

If the regular channels of trade were open and the buyers
were there purchasing the cotton by the bale and paying for it
as usual, these little banks would have more money than they
would know what te do with at this time of the year. That is
the case all over the United States immediately after the sale
of the farmers’ annual crops. To meet the present emergency
is the object of the amendment of the Senator from Georgia.

Mr. President, I recognize the fact that if that amendment
were adopted I could point to the fact, if I desired to oppose
it, that it would inflate the currency, and if every State bank
should take advantage of it the amount of the inflation would
be $3,000.000,000. But are they going to do it? In my opinion
they are not. Again, it is only temporary. We refused this
morning to reduce the rate of Interest for the first three months
from 3 per cent to 2 per cent. I wish now, Mr. President, that
the Senate would Increase the rate of interest from one-half of 1
per cent per month to 1 per cent per month. That would drive
the emergency currency out of circulation, which we all admit
ought to be done as soon as the emergency ceases to exist.

If it were not for the conditions as they exist to-day, I may
say the suffering that many of the farmers of this country are
passing through and the utter impossibility of realizing upon
what they have produced, there would be no justification for this
amendment.

For the reasons stated by me, however, I favor it, with a
clear knowledge and a distinct understanding that it is against
the best finanecial thought of the country. If it were standing
upon its own merits, at a time when conditions were normal in
this country and in all the world, I would no more think of
voting for it than I would put my arm in the fire,

I favor it simply to relieve the sitnation by saying to the
State banks of this country: Under this emergency you shall
stand upon the same footing and the smme basis as the national
banks. * If your security is just as good, if you comply with
the Iaw, if your examination by the Treasury Department re-
veals the fact that you are as s=ound as the national banks
which form the currency association to which application is
made, and if found to meet these conditions the State bank
shall have a right to issue emergency currency on the same
basis as the national banks.

Mr. SMITH of Michigan. Mr. President, if the Senator will
permit me, I do not think State banks generally will avail
themselves of this privilege——

Mr. SMOOT. I am quite sure they would not.

Mr. SMITH of Michigan. Even if you should make a eon-
dition precedent that they join the Federal reserve system.
Some of the most prosperous banks in the country are State
banks. While the inspection is in every way as thorough as
national banks, and the State laws equally exacting, I am
sorry that the administration feels that it is necessary to
liberalize the emergency currency law to meet present exigencies
which are in no way related to this subject, but, as we must
submit, let the changes be as few and as wise as possible.

Mr. SMOOT. Yes; and I will say that the inspection in my
own State is just as rigid as the inspection by the Government
of national banks. In fact, I think our State bank commission
is a little more particular than the Treasury Department in the
examinations that are made.

Mr. SMITH of Georgia. I think the examination in Georgia
of the State banks is more careful.

Mr. SMOOT. The reports the State bank examiner make are
more in detail than the reports of the Government. They not
only make a report covering all of the requirements of the Gov-
ernment report, but they have quite a number of additional
requirements that the Government does not have.

I wish to say, as I started to say just before I was inter-
rupted, that if the Aldrich-Vreeland Act is extended at any time
between now and July 1, 1915, the date of its expiration, or if
it is attempted to be extended, I want it distinctly understood
now that if I am in the Senate of the United States this amend-
ment will not be included in the extension if I can prevent it.
In order that there may be no mistake about it, no mistake
about my pesition that I consider this an emergency matter
pure and simple, I wish to make the statement now, so that
my vote may be understood when I cast it against the exten-
sion of the act with this amendment in it

I will ask the Senator from Missouri if he intends to continue
further to-night the consideration of the bill?

Mr. REED. I Intend fo move to take a recess just as soon as
I ean get the floor. :

Mr. SMOOT. I will yield the floor now for that purpose.

INTERNATIONAL CONFERENCE ON WORLD'S PRICE OF STAPLES.

Mr. FLETCHER. Mr. President, I ask unanimous consent
that the Benate proceed to the consideration of House joint
resolution 311. It is Order of Business 678, The joint resolu-
tion was taken up on yesterday, but the Senator from Wash-
ington [Mr. Jomes] objected at that time. I understand he
does not wish to press the objection at this time.

Mr. JONES. I desire to say with reference to the joint
resolution that I shall make no objection to its passage. I do
not understand that it obligates the United States in any way
to carry out any convention that may be arranged pursuant to
it, but we will be entirely free to consider it on its merits. So
I shall make no objection to the passage of the joint resolution,

The VICE PRESIDENT. Is there any objection to the pres-
ent consideration of the joint resolution?

Mr. GALLINGER. Mr. President, I shall not objeet; but
what is going on now emphasizes the fact that we might better
have a morning hounr rather than have a recess and then violate
the rules of the Senate by admitting morning business.

There being no objection, the Senate, as in Committee of the
Whole, proceeded to consider the joint resolution, which is as
follows:

Resolved, ¢te., That in y
of article 9 of the treat;“eg:gﬂ:ehi:;t !;hitahein‘s%tg‘i:}.wwﬁf:hkt%mg
that it shall “ submit to the approval of the Governments, if there be
need, measures for the protection of the common interests of farmers,”
the American delegate to the International Institute of Agriculture
hereby Instructed to present iﬁur{ng the 1914 fall sessions) to the per-
manent committee the following resolutions, to the end that they may
be submitted for action at the general assembly In 1913, so as to Felllri

i

mit the proposed eenference to be held in Rome during the fortn
preceding the session of the general assembly of the institute in 19173

RESOLUTIONS,

The general assembly instructs the International Institute of Agri-
culture to invite the adhering Governments to participate In an inter-
;:Illltlo:tmllconferenm on the subject of steadying the world’s price of

e staples.

This conference shall consist of members appolnted by each of the
Governments adhering to the institute, and is to consider the advisa-
bility of formulating a convention for the establishment of a perma-
nent international commerce commission on merchant marine and on
ocean freight rates with consultative, deliberative, and advisory

[i ) - ]
b 3:;’3 conference to be held in Rome during the fortnizht preceding
the session of the general assembly of the institute in 101T.

The joint resolution was reported to the Senate without
amendment, ordered to a third reading, read the third time,
and passed.

Mr. SHAFROTH. Mr. President, I hope the Senator from
Georgia [Mr, SmrTH] will have his amendment printed, so that
we can all have copies of it

Mr. SMITH of Georgia. I have sent it to the printer. '

Mr., JONES. Mr. President, I will ask the Senator from
Indiana whether this practice of having recesses is going to be
kept up until December?

Mr. KERN. I am not authorized to speak for the Senate.
Speaking for myself, my opinion is that it will not be. As I
stated the other day, there will be an opportunity for a morn-
ing hour.

Mr. JONES. I hope that situation will come about before
very long. !

MESSAGE FROM THE HOUSE.

A message from the House of Representatives, by J. C. South,
its Chief Clerk, announced that the House agrees to the report
of the committee of conference on the disagreeing votes of the
two Houses on the amendments of the Senate to the bill (H. R.
15613) to create a Federal trade commission, to define its
powers and duties, and for other purposes.

The message also announced that the House had passed a
joint resolution (H. J. Res, 339) to correct an error in H. R.
12914, in which it requested the concurrence of the Senate.

ENROLLED BILLS AND JOINT EESOLUTIONS SIGNED.

The message further announced that the Speaker of the
House had signed the following enrolled bills and joint resolu-
tions, and they were thereupon signed by the Vice President:

8.1369. An aet for the relief of the Snare & Triest Co.;

S.4182. An act to authorize the installation of mail chutes
in the public building at Cleveland, Ohio, and to appropriate
money therefor;

H. J. Res, 334. Joint resolution to amend an act entitled “An
act granting pensions and increase of pensions fto certain sol-
diers and sallors of the Civil War and certain widows and de-
pendent: children of soldiers and sailors of said war,” approved
July 21, 1914; and

H. J. Res. 337. Joint resolution to provide for representation
of foreign Governments growing out ef existing hostilities in
Europe and elsewhere, and for other purposes.
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on Pensions,
WILLIAM B. CUSHING CAMP,

of the District of Columbia for the use of.”

ment of the House.
The motlon was agreed fo.

insert “and at the exelusive expense of.”

ments of the House,
The motion was agreed to.

RECESS,

o'clock to-morrow morning

The House met at 12 o'clock noon.

lowing prayer:

our Lord and Master. Amen.

proved.
ENROLLED BILI SIGNED.

the following title:

therefor.

Mr. ADAMSON rose.
Mr. MILLER. H. R. 17762 and H. R. 15727,

reconsldered.

HOUSE JOINT RESOLUTION REFERRED,

M. J. Res. 330. Joint resolution to correct an error in H. R.
12014 was read twice by its title and referred to the Committee

The VICE PRESIDENT laid before the Senate the amend-
ment of the House of Representatives to the joint resolution
(S. J. Res. 121) authorizing the Secretary of War to furnish
one United States garrison flag to Willlam B. Cushing Camp,
No. 30, Sons of Veterans, which was, in line 4, after “to"
where it occurs the second time, to insert *the Commissioners

Mr. KENYON. I move that the Senate concur in the amend-

WATER SUPPLY OF SALT LAKE CITY, UTAH.

The VICE PRESIDENT laid before the Senate the amend-
ments of the House of Representatives to the bill (8. 4741) for
the protection of the water supply of the city of Salt Lake
City, Utah, which were, on page 3, line 22, to strike out “at
the expense of and,” and on page 3, line 28, after “ with,” to

AMr, SMOOT. I move that the Senate concur in the amend-

Mr. KERN. I move that the Senate take'a recess until 11

The motion was agreed t'o; and (at 6 o’clock p. m., Thursday,
September 10, 1914) the Senate took a recess until to-morrow,
Friday, September 11, 1914, at 11 o'clock a. m.

HOUSE OF REPRESENTATIVES.
Trurspay, September 10, 191).

The Chaplain, Rev, Henry N. Couden, D, D., offered the fol-

Once more, Almighty God, are we permitted under Thy provi-
dence to lift up our hearts in gratitude to Thee for life and its
gracious privileges, especially for the intellectual, moral, and
spiritual endowments with which Thou hast blessed us; for
the patriotism which gave us our Republie, and which through
all the vicissitudes of the past has preserved it and made it
the cradle of liberty for all the world. Help us more and more
to appreciate the sacredness of Amerlcan citizenship, that we
may rise above all selfish considerations to supreme loyalty and
devotion to our flag and all that it represents. In the spirit of

The Journal of the proceedings of yesterday was read and ap-

The SPEAKER announced his signature to enrolled bill of

8. 4182, An act to authorize the installation of mail chutes in
the public building at Cleveland, Ohio, and to appropriate money

BRIDGES, WISCONSIN AND MINNESOTA.

Mr. MILLER. Mr. Speaker, I ask unanimous consent to re-
consider the vote by which the bill (H. R. 17762) to amend an
act approved Febrnary 20, 1908, entitled “An act to authorize
the Interstate Transfer Railway Co. to construct a bridge across
the' St. Louis River between the States of Wisconsin and Min-
nesota,” and the bill (H. R. 15727) authorizing the county of St.
Louis to construct a bridge across the St. Louis River between
Minnesota and Wisconsin were passed last Tuesday, and that
they be restored to the Unanimous Consent Calendar.

The SPEAKER. What are the numbers of the bills? :

Mr, ADAMSON. Mr. Speaker, reserving the right to object,
X wish to say that those two bills were passed under a misappre-
‘hension on Tuesday and have gone to the Senate. I had risen
for the purpose of asking unanimous consent that they be re-
jealled, and that the Senate be requested to return them to the
1House. which I think would have to be done before they can be

. Mr. MILLER, If the gentleman from Georgia wlll permit
me, the enrolling clerk retalned these two bills.

not in the possession of the Senate, so that they can not be
returned.

Mr. ADAMSON. I was not aware of that. I have no objec-
tion to the gentleman’s request, Mr. Speaker.

Mr. MILLER. There was an agreement that they should not
be considered at this time.

The SPEAKER. The gentleman from Minnesota [Mr. Mir-
LER] asks unanimous consent that all the proceedings by
which the bills H. R. 17762 and H. R. 15727 were passed be
vacated, and that they be restored to the Unanimons Consent
Calendar. .

Mr. THOMSON of Illinois. Reserving the right to object,
Mr. Speaker, may I ask what these bills are?

Mr. MILLER. Two bridge bills, for bridges across the St.
Louls River, in my city.

Mr. MANN. 1 think these bills should be restored to the
Unanimous Consent Calendar.

Mr. MILLER. That was part of my request.

The SPEAKER. Is there objection? [After a pause,] The
Chair hears none, and the bills will be restored to the Unani-
mous Consent Calendar.

~ FEDERAL TRADE COMMISSION.

Mr. ADAMSON. Mr. Speaker, I call up the conference report
on the bill (H, R. 15613) to establish an interstate trade com-
mission,

The SPEAKER. The Clerk will report the bill by title.

The Clerk read as follows:

H. R, 15613. An act to create an interstate trade commission, to de-
fine its powers, and for other purposes,

Mr. ADAMSON. Mr. Speaker, 1 ask unanimous consent that
the statement be read in lien of the report.

The SPEAKER. The gentleman from Georgia [Mr. Apas-
sox] asks unanimous consent that the statement accompanying
the report be read in lieu of the report. Is there objection?

There was no objection.

Mr. ADAMSON. Part of the statement consists of coples
of bills, and it is not necessary that the Clerk should read
them,

Mr. MANN. He had better read the report. The report, I
think, is shorter than the statement.

Mr. COVINGTON. Not excluding the original House bill and
the Senate bill, which are incorporated in the statement and
not in the report.

Mr. MANN. I do not think it is necessary to omit part of
them.

Mr. COVINGTON. Mr. Speaker, if I may be permitted, I
think I know what the gentleman from Illinois [Mr. Manxn]
really seeks to cover. I would supplement the unanimous-
consent request of the gentleman from Georgia [Mr., Abpamson]
by asking that the report be read, including the statement, but
that there be omitted from the statement the two original bills.

Mr. MANN. It is not necessary to read the statement under
the rules if the report itself is read.

The SPEAKER. The Clerk will read the report, leaving out
the printed bills.

Mr. MANN. Nothing is to be left out of the report.

Mr. ADAMSON. Mr. Speaker, I wish to modify my request
and have the report read and not the statement.

The SPEAKER. The gentleman from Georgia asks unani-
mous consent that the report be read.

Mr. MADDEN. Mr. Speaker, this is a bill that affects all
the business of the United States, and it ought to be considered
fully. It is a bill that seeks to regulate every business in the
United States, and I think there ought to be a gquornm of the
membership of the House present, so that all the elements of
the business of the country will be represented on the floor
while it is being enacted. I therefore suggest the absence of
. quorum.

Mr. ADAMSON. I think the gentleman should have made
that point before the prayer, so that the Members could have
got that too. [Laughter.]

The SPEAKER. The gentleman from Illinois [Mr. MADDEN]
makes the point of order that there is no quorum present. The
Chair will count. [After counting.] One hundred and fifty-
one gentlemen are present—not a quorun.

Mr. FITZGERALD. Mr. Speaker, I move a call of the
House.

The SPEAKER. The gentleman from New York [Mr. Frrz-
GERALD] moves a call of the House. The question is on agree-
ing to that motion.

The motion was agreed to.

The SPEAKER. The Doorkeeper will close the doors, the
Sergeant at Arms will notify the absentees, and the Clerk will
call the roll,
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The Clerk ealled the roll, and the following Members failed tor
answer to their names:

Alken f00 1 Finley Kiess, Pa. Prout
Ansherry Flood, Va, Kindel- L e
Anthony , 1 Flnrd, Ark., Kinkead, N.J.  Rainey
Austin Gallagher Knowland, J, R, Rothermel
Barchfeld Georgu Korbly * Sabath'
Bartlett K14 Gerr Kreider " | Saunders
g‘aall. Tex, (xmlwin. NG L’'Engle . Shreve

' | e Good Levy Slemp-
Hrodbeek Gorman Lewis, Md. Smith, Ma.
Brown, N. Y. Graham, TIL Lewls, Pa. Smiith, Minn.
Drowning Graham, Pa, Llndqulst Smith, N. X.
Burke, Pa. Greene, Vt. Steenerson
Byrnes, 8.C. riest McC]vlhln Stout
Calder Griffin Mcﬂiﬂlmddy Stringer
Carew Guernsey ahan Butherland
Carlin Hamill AMaher SBwitzer
Carr Harris Martin Tavenner
Connolly, Iowa Helm Merritt Taylor, N. Y.
Copley Hen Metz Underhill
Crisp Hensley Morgan, La Vare
Curry Hinds oss; W. Va. Volstead
Doughton Hoxworth © Murdock Watkins -
I A R
Sdmonds um "Halr ey
Elder J one:? Palmer Wilson, N. Y.
Estopinal Kahn 3 Patten, N. X. Winslow
Faison Kelley, Mich. Peters Woodruft
Fess Kent Powers Woods

The SPEAKER." On this roll 319 Members have answered to
their names—a quorum.
Mr. FITZGERALD.
ceedings under the call.

The motion was agreed to.
\ The SPEAKER. The Doorkeeper will unlock the doors.

FEDERAL TRADE COMMISSION.

Mr. ADAMSON, Mr. Speaker, I wish to withdraw the re-
quest for the reading of the statement and to allow the con-
ference report to be read. ;

The SPEAKER. The Clerk will read t!fde conference report.

The Clerk read the conference report, as follows:

CONFERENCE REPORT (NO. 1142),

The committee of conference on the disagreeing votes of the
two Houses on the amendments of the Senate to the bill (H. R.
15613) to create an interstate trade commission, to define its
powers and duties, and for other purposes, having met, after
full and free conference have agreed to recommend and do ree-
ommend to their respective Houses as follows:

That the House recede from its disagreement to the amend-
ment of the Senate, and agree to the same with an amendment
as follows:

In lien of the matter inserted by said amendment insert:

“That a commission is hereby created and established, to
be known as the Federal Trade Commission (hereinafter re-
ferred to'as the commission), which shall be composed of five
commissioners, who shall be appointed by the President, by and
with the advice and consent of the Senate. Not more than three
of the commissioners shall be members of the same political
piarty. The first commissioners appointed shall contirue in
office for terms of three, four, five, six, and seven ye&rs. I
tively, from the date of the taking effect of this act, 'the term
of each to be designnted by the President, but their successors
shall be appoined for terms of seven years, except that any per-
son chosen to fill a vacancy shall be appointed only for the unex-
pired term of the commissioner whom he shall suéceed. The
commission shall choose a chairman from its own membership.
No commissioner shall engage in any other business, voeation,
or employmment. Any commissioner may be removed by the
President for inefliciency, neglect of duty, or malfeasance in
office. “A vacancy in the commission shall not impair the right
of the remaining commissioners to exercise all the powers of
the commission.

“The commission shall have an official seal, which shall be
judicially noticed.

“ Sec. 2. That each commissioner shall receive a salary of
$10,000 a year, payable in the same manner as the salaries of
the judges of the courts of the United States. The commission
shall appoint a secretary, who. shall receive a salary of $5.000
a year, payable in like manner, and it shall have authority to
employ and fix the compensation of sueh attorneys, special ex-
perts, exnminers, clerks, and other employees as it may from
time to. time find necessary for the proper performance of its
duties and as may be from time fo time appropriated for by
Congress.

“\With the exeeption of the secretary, a clerk to each commis-
sloner, the attorneys, and such special experts and examiners
as the commission may from time to time find necessary for the
eonduet of its work, all employees of the commission shall be a
part of the classified civil service, and shall enter the service

I move to dispense with further pro-

under such rules and regulations as may be- preseribed by the
eommission and by the Civil Service Commission.

“All of the expenses of the commission, ineluding all neces-
sary expenses for transportation incurred by the commissioners
or by their employees under their orders, in making any in-
vestigation, or upon official business in any other places than in
the city of Washington, shall be allowed and paid on the
lp;;e;entaﬁon of itemized vouchers therefor approved by the com-

on. .

“ Until otherwise provided by law, the eommission may rent
suitable offices for its use.

“The Auditor for the State and Other Departments shall re-
ceive and examllie all accounts of expenditures of the commis-
sion.

“8ec. 3. That upen the organization of the commission and
election of its chairman, the Burean of Corporations and the
offices of Commissioner and Deputy Commissioner of Corpora-
tions shall cease to exist; and all pending investigations and
proceedings of the Bureau of Corporations shall be continued
by the commission.

“All clerks and employees of said bureau shall be transferred
to and become clerks and employees of the commission at their

 present grades and salaries. All records, papers, and property of
| the said bureau shall become records, papers, and property of

the commission; and all unexpended funds and appropriations
for the use and maintenance of the-said bureau, including any
allotment already made to it by the Secretary of Commerce
from the contingent appropriation for the Department of Com-
merce for the fiseal year 1915, or from the departmental print-
ing fund for the fiscal year 1915, shall become funds and appro-

| priations available to be expended by the commission in the

exercise of the powers, authority, and duties conferred on it
by this act.

“ The principal office of the commission shall be in the city 01
Washington, but it may meet and exercise all its powers at any
other place. The commisgsion may, by one or more of its mem-
bers, or by such examiners as it may designate, prosecute any
inquiry necessary to its duties in any part of the United States.

“ 8ec. 4. That the words defined in this section shall have the
following mennmg when found in this act, to wit:

“s‘Commerce’ means commerce among the several States or
with foreign nations, or in any Territory of the United States
or in the District of Columbia, or between any such Territory
and another, or between any such Territory and any State or
foreign nation, or between the District of Columbia and any
State or Terri tory or foreign nation.

. “*Corporation’ means any. company or.association incor-

| porated or unincorporated, which is.organized to carry on busi-

ness for profit and has sharves of capital or capital stock, and
nny company. or association, incorporated or unincorporated,
without shares of capital or capital stock, except partnerships,

' which is organized to carry on business for its own profit or

that of its members.

“! Documentary evidence’® means all documents, papers, aml
correspondence in existence at and after the passage of this act.

“* Acts to regulate commerce’ means the act entitled ‘An act
to regulate commerce,” approved February 14, 1887, and all acts
amendatory thereor and supplementary thereto.” -

“* Antitrust acts’ means the act entitled ‘An act to protect

| trade and commerce against unlawful restraints and monopolies,’

approved July 2, 1890; also the sections 73 to 77, inclusive, of
an act entitled ‘An act to reduce taxation, to provide revenue
for the Government, and for other purposes,” approved August
27, 1804; and also the act entitled ‘An act to amend sections
73 and 76 of the act of August 27, 1804, entitled “An act to
reduce taxation, to provide revemue for the Government, and
for other purposes,”” approved February 12, 1913.

“ 8kc. 5. That unfair methods of competition in commerce are
hereby declared unlawful.

“The commission is hereby empowered and directed to pre-
vent persons, partnerships, or corporations, except banks, and
common carriers subject to the acts to regulate commerce, from
using unfair methods of competition in commerce.

“ Whenever the commission shall have reason to believe that
any such person, partnership, or corporation has been or is using
any unfair method of competition in commerce, and if it shall ap-
pear to the commission that a proceeding by it in respect thereof
would be-to the interest of the public, it shall issue and serve
upon such person, partnership. or corporation a complaint stat-
ing its; charges in that respect, and containing a notice of a
bearing upon, a day and at a place therein fixed at least 30 days
after the service: of said complaint. The person, partmership,
or corporation so complained of ghall bave the wlghl: to appear
at the place aid time so fixed and show eausé why an order
should not be entered by the commission requiring such person,
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partnership, or corporation to cease and desist from' the viola-
tion of the law so charged in said complaint. Any person,
partnership, or corporation may.make application, and upon
good cause shown may be allowed by the commission, to inter-
vene and appear in said proceeding by counsel or in person.
The testimony in any such proceeding shall be reduced to writ-
ing and filed in the office of the commission. If upon such hear-
jng the commission shall be of the opinion that the method of
competition in question is prohibited by this act, it shall make
a-report in writing in which. it shall state its findings as to the
facts, and shall issue and cause to be served on such person,
partnership, or corporation an order requiring such person.
partnership, or corporation to cease and desist from using such
method of competition. Until a transeript of the record in such
hearing shall have been filed in a circuit court of appeals of the
DUnited States, ag hereinafter provided, the commission may at
any time, upon such notlce and in such manner as it shall deem
proper, modify or set aside, in whole or in part, any report or
any order made or issued by it under this section. - -4
“If such person, partnership, or corporation fails or neglects
to obey such order of the commission while the same is in effect,
the commission may apply to the circuit court of appeals of the
United States within any circuit where the method of compe-
tition in question was used or where such person, partnership,
or corporation resides or carries on- business, for the enforce-
ment of its order, and shall certify and file with its application
a_transcript of the entire record in the proceeding, including
all the festimony taken and the report and order of the com-
mission. Upon such filing of the application and transcript the
court shall eause notice thereof to be served upon such person,
partnership, or corporation, and thereupon shall have jurisdic-
tion of the proceeding and of the questlon determined therein,
and shall have power to make and enter upon the pleadings,
testimony, and proceedings sel forth in such transcript a decree
afirming, modifying, or setting aside the order of the commis-
sion. The findings of the commission -as to the facts, if sup-
ported by testimony, shall be conclusive. If either party shall
apply to the court for leave to adduce additional evidence, and
ghall show to the satisfaction of the court that such additional
evidence 1s material and that there were reasonable grounds
for the failure to adduce such evidence In the proceeding
before the commission, the court may order such additional
evidence to be taken before the commission and to be adduced
upon the hearing in such manner and upon such terms and con-
ditions ns to the court may seem proper. The commission may
modify its findings as to the facts, or make new findings, by
reason of the additional evidence so taken, and it shall file such
modified or new findings, which, if supported by testimony,
ghall be conclusive, and its recommendation, if any, for the
modification or setting aside of its original order, with the re-
turn of such additional evidence. The judgment and decree
of the court shall be final, except that the same shall be subject
to review py the Supreme Court upon certiorari as provided
in section 240 of the Judicial Code. .
© ¥“Any party required by such order of the commission to cease
and desist from using such method of competition may obtain a
review of such order in said circult court of appeals by filing
fn the court a written petition praying that the order of the
commission be set aside. A copy of such petition shall be forth-
with served upon the commission, and thereupon the commission
forthwith shall certify and file in the court a transcript of the
récord as hereinbefore provided. Upon the filing of the tran-
seript the court shall have the same jurisdiction to affirm, set
aside, or modify the order of the commission as in the case of
an application by the commission for the enforcement of its
. order, and the findings of the commission as to the facts, if
supported by testimony, shall in like manner be conclusive,
“The jurisdiction of the circuit court of appeals of the United
States to enforce. set aside, or modify orders of the commission
shall be exclusive.
~"“Such proceedings in the circuit court of appeals shall be
given precedence over other cases pending therein, and shall
be in every way expedifed. No order of the commission or
judgment of the court to enforce the same shall in any wise re-
lieve or absolve any person, partnership, or corporation from
any liability under the antitrust ncts.
- * Complaints, orders, and other processes of the conimission
under this section may be served by anyone duly authorized by
the commission, either (a) by delivering a copy thereof to the
pérson to be served, or to a member of the partnership to be
served, or to the president, secrelary, or other executive officer
or a director of the corporation to be served;.or (b) by leaving
8 copy thereof at the principal office or place of business of such
person, partnership, ‘or corporation; or (¢) by registering and
mailing a copy thereof addressed to such pérson, partnership, or

corporation at his or its principal office or place of business
The verified return by the person so serving said complaint,
order, or other process setting forth the manner of said service
shall be proof of the same, and the return post-ofice receipt for
sald complaint, order, or other process registered and malled as
aforesaid shall be proof of the service of the same. ?
© “8Ec.8.-That the commission shall also have -power— -

“(a) To gather and compile information concerning, and to
investigate from time to-time the organization, business, con-
duct, practices, and management of any corporation engaged in
commerce, excepting banks and common carriers subject to the
act to regulate commerce, -and its relation to other corporations
and to individuals, associations, and partnerships.

“(b)“To require, by general or special orders, corporations
engaged  in commerce, excepting banks, and common carriers
subject to the act to regwlate commerce, or any class of them,
or any of them, respectively, to file with the commission in soch
form as the commission may preseribe annual or special, or
both annual and special,” reports or answers in writing to spe-
cific questions, furnishing to the commission such information
ag it .may require as to the organization, business, conduct,
practices, management, and relation to other corporations,
partnerships, and individuals of the respective corporations
filing such reports or answers in writing. Suach reports amd
answers shall be made under oath, or otherwise, as the com-
mission may prescribe, and shall be filed with the T
sion: within~ such reasonable period as the commission may
prescribe, unless additional time be graunted in any case by the
commission. ;

“(¢) Wherever a final decree has been entered against any
defendant corporation in any suit brought by the United States
to prevent and restrain any violation of the antitrust acts, to
make investigation, upon its own initiative, of the manner in
which the decree bas been or is being carried out, and upon
the application of the Attorney General it shall be its duty to
make such investigation, It shall transmit to the Attorney
General a report embodying its findings and recommendations
as a resnlt of any suth investigation, and the report shall be
made public in the discretion of the commission. :

“(d) Upon the direction of the President or either House of:
Congress to investigate and report the facts relating to any
alleged violations of the antitrust acts by any corporation.

“(e). Upon the application of the Attorney General to investi-
gate and make recommendations for the readjustment of the
business of any corporation alleged to be violating the antitrust
acts in order that the corporation may thereafter maintain its
organization, management, and conduct of business in accord-
ance. with law. e ' c :

“(f) To make public from time to time such portions of the
information obtained by it hereunder, except trade secrets and’
names of customers, as it shall deem expedient in the public in-:
terest; and to make snnnal and special reports to the Congress,
and to sybmit therewith recommendations for additional legis--
lation; and to proyide for the publication of its reports and de-.
cisions in such form and manner as may be best adapted for
publie .information and use. X 1 i L )
. “{g) From time to time to classify corporatens and to make
rules and regulations for the purpose of carrying ont the pro-

visions of this act.

~-%“{h) To investigate, from time to time, trade conditions in
and with foreign countries where associations, combinations,
or practices of manufacturers, merchants, or traders, or other
conditions, may affect the foreign trade of the United States,
and to report to Congress thereon, with such recommendations
as it deems advisable, :

“ 8pc. 7. That in any suit in equity brought by or under the
direction of the Attorney General as provided in the antitrust
acts, the court may, upon the conclusion of  the testimony.
therein, if it shall be then of opinion that the complainant is
entitled to relief, refer said suit to the commission, as a master
in chancery, to ascertaln and report an appropriate form of de-
eree therein. The commission shall proceed upon such notice to
the parties and under such rules of procedure as the court may
prescribe, and upon the coming in of such report such exceptions
may be filed ‘and such proceedings had in relation thereto as
upon the report of a master in other equity causes, but the
court may adopt or reject such report, in whole or in part, and
enter such n decree as the nature of the case may in it judg-
ment require. e

“ Qpe, 8. That the several departments and bureaus of the
Government when directed by the President shall furnish the
commission, upon its request, all records, papers. and Informa-
tion In their possession relating to any corporation subject to
any of the provisions of this act, and shall detall from time to
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time such officinls and employees to the commission as he may
direct.

“Sko. 9. That for the purposes of this act the commission,
or its duly authorized agent or agents, shail at all reasonable
times have access to, for the purpose of examination, and the
right to copy any documentary evidence of any corporation
being investigated or proceeded against; and the commission
ghall have power to require by subpeena the attendance and tes-
timony of witnesses and the production of all such documentary
evidence relating to any matter under investigation. Any mem-
ber of the commission may sign subpenas, and members and
examiners of the commission may administer oaths and affirma-
tions, examine witnesses, and receive evidence.

“ Such attendance of witnesses, and the production of such
documentary evidence, may be required from any place in the
United States, at any designated place of hearing. And in case
of disobedience to a subpeena the commission may invoke the
aid of any court of the United States in requiring the attend-
ance and testimony of wiinesses and the production of docu-
mentary evidence.

“Any of the district courts of the United States within the
jurisdiction of which such inquiry is carried on may, in case of
contumacy or refusal to obey a subpena issued to any corpora-
tion or other person, issue an order requiring such corporation
or other person to appear before the commission, or to produce
documentary evidence if so ordered, or to give evidence touch-
ing the matter in question; and any failure to obey such order
of the court may be punished by such court as a contempt
thereof.

“ Upon the application of the Attorney General of the United
States, at the request of the commission, the district courts of
the United States shall have jurisdiction to issue writs of man-
damus commanding any person or corporation to comply with
the provisions of this act or any order of the commission made
in pursuance thereof.

“The commission may order testimony to be taken by deposi-
tion in any proceeding or investigation pending under this act
at any stage of such proceeding or investigation. Such deposi-
tions way be taken before any person designated by the com-
mission and having power to administer oaths. Such testimony
ghall be reduced to writing by the person taking the deposition,
or under his direction, and shall then be subscribed by the
deponent. Any person may be compelled to appear and depose
and to produce documentary evidence in the same manner as
witnesses may be compelled to appear and testify and produce
documentary evidence before the commission as hereinbefore
provided.

*“ Witnesses summoned before the commission shall be paid
the same fees and mileage that are paid witnesses in the courts

of the United States, and witnesses whose depositions are taken

and the persons taking the same shall severally be entitled to
the same fees as are paid for like services in the courts of the
United States.

** No person shnll be excused from attending and testifying
er from producing documentary evidence before the commission
or in obedience to the subpeena of the commission on the ground
or for the reason that the testimony or evidence, documentary
or otherwise, required of him may tend to eriminate him or sub-
ject him to a penalty or forfeilure. But no natural person shall
be prosecuted or subjected to any penalty or forfeiture for or
on account of any transaction, matter, or thing coucerning
which he may testify, or produce evidence, documentary or
otherwise, before the commission in obedience to a subpena
issned by it: Provided, That no natural person so testifying
shall be exempt from prosecution and punishment for perjury
committed in so testifying.

“8ec. 10. That any person who shall negleet or refuse to
attend and testify, or to answer any lawful inquiry, or to pro-
duce doenmentnry evidence, if in his power to do so, in obedi-
ence to the subpena or lawful requirement of the commission,
shail be gnilty of an offense and upon conviction thereof by a
court of competent jurisdiction shall be punished by a fine of
not less thsan $1,000 nor more than §5,000 or by imprisonmeut
for not more than one year, or by both such fine and imprison-
went.

“Any person who shall willfully make, or cause to be made,
any false entry or statement of fact in any report required to
be made under this act, or who shall willfully make, or cause to
be made. any false entry in any account, record, or memoran-
dum kept by any corporation subject to this act, or who shall
willfully neglect or fail to make, or to cause to be made, full,
true. and correct entries in such accounts, records, or memo-
randa of all facts and transactions appertaining to the business
of such corporation, or who shall wilifully remove out of the
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Jurisdiction of the United States, or willfully mutilate, alter,
or by any other means falsify any documentary evidence of such
corporation, or who shall willfully refuse to submit to the com-
mission or to any of its authorized agents, for the purpose of
inspection and taking copies, any documentary evidence of such
corporation in his possession or within his control, shall be
deemed guilty of an offense against the United States, and shall
be subject, upon conviction in any court of the United States of
competent jurisdiction, to a fine of not less than $1,000 nor
more than £5,000, or to imprisonment for a term of not more
than three years, or both such fine and imprisonment.

“If any corporation required by this act to file any annual
or special report shall fail so to do within the time fixed by the
commission for filing the same, and such failure shall continue
for 30 days after notice of such default,.the corporation shall
forfeit to the United States the sum of $100 for each and every
day of the continuance of such failure, which forfeiture shall
be payable into the Treasury of the United States, and shall be
recoverable in a civil suit in the name of the United States
brought in the district where the corporation has its principal
office or in any district in which it shall do business. It shall
be the duty of the various district attorneys, under the direction
of the Attorney General of the United States, to prosecute for
the recovery of forfeitures. The costs and expenses of such
prosecution shall be paid out of the appropriation for the ex-
penses of the courts of the United States.

“Any officer or employee of the commission who shall make
public any Information obtained by the commission without its
authority, unless directed by a court, shall be deemed guilty
of a misdemeanor, and, upon conviction thereof, shall be pun-
ished by a fine not exceeding $5,000, or by imprisonment not
exceeding one year, or by fine and imprisonment, in the discre-
tlon of the court. s

* 8Sgc. 11. Nothing contained in this act shall be construed to
prevent or Interfere with the enforcement of the provisions of
the antitrust acts or the acts to regulate commerce, nor shall
anything contained in the act be construed to alter, modify, or
repeal the said antitrust acts or the acts to regulate commerce
or any part or parts thereof.”

And the Senate agree to the same.

That the House recede from its disagreement (o the amend-
ment of tha Senate to the title of the said bill, and agree to the
same.
Y W. C. Apamsor,

Tuerus W. SiMs,
J. HARRY COVINGTON,
F. C. STEVENS,
JoHN J. EscH,
AManagers on the part of the Iouse.
FrANCIS G. NEWLANDS,
ATLEE POMERENE,
WILLARD SAULSHURY,
Moses E. Crarrp,
Avsert B. CUMMINS,
Managers on the part of the Senate.

The statement is as follows:
STATEMENT.

The House bill as it passed on June 5 last and went to the
Senate was not considered for amendments in the Senate Com-
mittee on Interstate Commerce, but instead there was reported
to the Senate an entirely new bill, which was substituted for
the House bill, and which, with varieus amendments adopted
in the Senate, passed that body on August § last.

The conferees have brought the original House and Senate
bills into harmony by drafting a measure, within the limits of
conference, the provisions of which embody the essential fea-
tures of both bills. ‘These two bills are for purposes of com-
parison with the conference bill here set forth:

HOUSE BILL,
An act to create an interstate trade commisslon, to define Its powers
and dutles, and for other purposes.

Be it enacted, ete., That a commission is hereby created and estab-
lished, to be known as the interstate trade commission (hereinafter
referred to as the commission) which shall be composed of three
commissioners, who shall be appointed by the President, by and with
the advice and consent of the Senate, Not more than two of the com-
missioners shall be members of the same litical party. The first
commissioners appointed shall continue in office for terms of two, four,
and six {ears, respectively, from the date of the taking effect of this
act, the term of each to be designated by the I'resident, but their suc-
cegsors shall be a inted for terms of six years, except that any
person chosen to fill a vacancy shall be appointed only for the unex-
pired term of the commissioner whom he shall succeed. The commis-

sion shall choose a chairman from its own membership. No commis.
sloner shall engage in any other business, vocation, or employment. -
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Any commissioner may be removed by the President for inefliciency,
neglect of duty, or malfeasance in office. A vacancy in the commission
shall not Impalr the right of the remaining commissioners to exercise
all the powers of the eommission.

e o shall have an official seal, which shall be judiclally
not

Sgc. 2, That each commissioner shall receive a salary of $10,000 a
year, payable in the same manner as the salaries of the judges of the
courts of the United States. The commission shall appoint a secre-
tary, who shall receive a Ba]:;y of $3,000 a year, &ayahle in like man-
ner, and it shall have aothority to employ and the compensation
of such other officials, clerks, and emtf]oyees as it mngen.nd necessary
for the proper performance of its duties and as may from time to
time appropriated for bg Congross,

Until otherwise provided by law the commission may rent suitable
offices for Its use,

All of the expenses of the commission, including all necessary -ex-
penses for transportation incurred by the ecommissioners or by their
ampi:{aes under their orders, In making any Investization, or upon
offic! business in any other places than in the city of Washington,
shall be allowed and paid on the presentation of itemized wvouchers
therefor approved by the commission.

Witnesses summoned before the commission shall be pald the same
gl;:::c and mileage that are paid witnesses In the courts of the United

8.

The Aunditor for the State and Other Departments shall recefve and
examine all accounts of expenditures of the commission.

Bec, 3. That uwpon the organization of the commission and election
of its chairman all the existing powers, anthority. and duties of the
Bureau of Corporations and of the Commissioner of rations con-
ferred upon them by the act entitled “An act to establish the De-
partment of Commerce and Labor,” approved February 14, 1903, and
all amendments thereto. and also those conferred npon them by reso-
lutlons of the United States Senate passed on March 1, 1913, on May
27, 1913, and on June 18, 1913, shall be vested in the commission.

All clerks and employees of the sald burean shall be transferred to
and become elerks and employees of the commission at their present

es and salaries. All . papers, and property of the said
u_shall become records. papers, and property of the commissi

Sec. 9. That every corporation In commerce, excepting cor-
porations subject to the acts to regulate commerce, which, by itself or
with one or more other corporations owned, operated, controlled, or
organized in conjunction with it so as to constitute substantially a busi-
ness unit, has a capital of not less than §5,000,000, or, hav a less
capital, belo to a class of corporations which the cownmission may
designate, shall furnish to the commission annually such information,
statements, and records of Its ?}anhulon. bondholders and stock-
holders, and financial condition, a also such information, statemen
and records of Its relation to other corporations and its business an
practices while engaged in commerce as the commission shall require;
and to enable It the better to carry out the purposes of this act the
commission may prescribe as near as may be a uniform system of an-
nual reports, he sald annual reports shall contain all the uired
information and statistics for the period of 12 months ending with the
fiscal year of each corporation's report, and they shall be made out
under oath or otherwise, In the diseretion of the commission, and filed
with the commisslon at its office in Washington within three months
after the close of the year for which the report is made, unless addl-
tional time be granted in snf case by the commission. The com! n
muly also reguire such speclal reports as it may deem advisable,

I any corporation subject to thls section of this act shall fail to
make and file sald annua re&rru within the tlme above s , Or
within the time extended by the commission for making and filing the
game, or shall fall to make and file any report within the time
fixed by the order of the commission, su co?oration shall forfeit to
the United States the sum of $100 for each and every day it shall con-
tinue in default In making or filing sald annual or ified . reports.
Baid forfeitures shall be recovered im the manner pmvﬁed for the re-
covery of forfeitures under the provisions of the acts to regulate
commer

re.

8ec. 10. That upon the direction of the President, the Attorney Gen-
eral, or either House of Congress the commission Il investigate and
report the facts relating to any alleged violations of the antitrust acts
by any corporation. The report of the commission may include recom-
mendations for readjustment of business In order that the corporation
investigated may thereafter maintain its arganization, mana ent, and
conduct of business In accordance with law. Reports made after in-
:ﬁestigating l;lnder this section may be made public in the discretion of

and all unexpended funds and appropriations for the use and main-
tenance of the said bureau shall beeome funds and wrutlm avall-
able to be expended by the commission in the exe of the powers,
authority, and dutles conferred on it by this act.

That the Bureau of Corporations and the offices of Commissioner of
Corporations and Deputy Commissioner of Corporations are upon the
organization of the commission and the election of its chairman,
abolished, and their powers, autbority. and duties shall be exercised
b{ the commission free from the direction or control of the Secretary
of Commerce.

The information obtaipned by the commission in the exercise of the
owers, authority, and dutles conferred upon it by this section may
made public, in the discretion of the commission.

Sec., 4. That the principal office of the commission shall be in the
city of Washington, where its general sessions shall be held ; but when-
ever the interest of the public may be promoted, or delay or

revented, the commission may hold special sessions in any part of the
Inited States. The commission may, by one or more of its members, or
by such officers as it may desizpate, prosecute any Inquiry necessary

to its dutles in any part of the United States.
Sec. 5. That, with the exception of the secretary and a clerk to each
commissi n loyees of the commission shall be a part of the

a p
classified eivil service, and shall enter the service under such rules
aAnd regulations as may be prescribed by the commission and by the
Civil Service Commission.

Sec. That the words defined in
inq meaning when found in this act,

‘Commerce” means such commerce as
regulate under the Constitotion.

“ Corporation " means a body incorporated under law, and also joint-
stock associntions and all other associations having shares of capital
or capital stock or organized to carrgoan business with a view to profit.

“ Capital " means the stocks and bonds issued and the surplus owned
by a corporation.

“Antitrust acts " means the act entitled “An act to protect trade and
commerce against unlawful restraints and monopolies,” approved July
2, 1890; also the sections 73 to 77, Inclusive, an act entitled *An
act to reduce taxation, to provide revenue for the Government, and for
other purposes,” approved August 27, 1894; and also the act entitled
“An act to amend sections 73 and 76 of the act of Angust 27, 1804, en-
titled ‘An act to reduce taxation. to provide revenue for the Govern-
ment, and for other purposes,’ " approved February 12 1191 4

“Aets to regulate commerce ” means the act entitled “An aet to regu-
late commerce,” approved February 14, 1887, and all amendments
thereto.

“ Documentary evidence™ means all documents, g:pers, and corre-
gpondence in existence at and after the passage of this ack

8Eec. 7. That the several departments and bureams of the Government
when directed by the President shall furnish the commission, upon its

bongress has the power to

request, all records, pa , and Information In their possession relatin
tnqnny corporation sub to any of the provisions of this act, and shnﬁ
detail from time to time such officials and employees to the commission

as he may direct,

SEc. 8. That the commission may from time to time make rmles and
regulations and classifications of corporations for the purpose of carry-
ing out the provisions of this act.

The commission may from time to time employ such special attor-
neys and experts as it may find necessary for the conduct of Its work
or for pro representat of the public Interest in Investigations
made by it; and the of such employment shall be paid out of
the appropriation for the commission.

Any member of the commission may administer oaths and affirma-
tions and sign subpanas.

The commission may also order testimony to be takem by d ition
in any proceeding or investigation ding under this act. Such depo-
sitions may be taken before any official authorized to take depositions
by the acts to late commerce,

Upon the application of the Attorney General of the United States,
at the request of the commission, the district courts of the United
States shall have jurisdiction to Issne writs of mandamus
or corporation to t.-cm:plﬁ1 with the provisions of this act or

any person
lng order of the commission made pursuance th

this section shall have the follow-
to wit:

For the pmaose of prosecati any investigation or proceeding au-
thorized by this section the commission, or its duly autherized agent or
agents, shall at all reasonable times have access to, for the purpose of
examinati and the right to copy any documentary evidence of any
corporation investigated or proceeded agalirst.

EC, 11. That when in the course of any investigation made under
this act the commission shail obtain information conaemln%}any unfair
competition or practice in commerce not necessarily constituting a vio-
lation of law by the corporation inves ted, it shall make resart
thereof to the President, to ald bim in making recommendations to (on-
freas for legislation In relation to the regulation of ecommerce, and the
nforination so obtained and the report thereof shall be made public by
the commission.

Bec. 12, That in any suit in equity brought by or under the direction
of the Attorney General as provided in the antitrust acts, the court
may, npon the conclusion of the testimony therein, if it shall be then of
opinion that the complainant is entitled to relief, refer said suit to the
commission to ascertain and rveport an appropriate form of decree
therein ; and upon the wmln.%ln of such m such exceptions may be
filed and such had in relation to as upen the report of
a master in ot equity causes, but the court may t-or reject such
report, in whole or in part, and enter such decree as the nature of the
case mng in its judzment uire.

Sec. 13. That wherever a al decree has been entered against any
defendnnt corporation In any suit brought by the United States to pre-
vent and restrain any violation of the antitrust acts, the commission
shall have power, and it shall be its duty, upom its own initiative or
E}:n the application of the Attorney General, to make investigation of

manner in which the decree has or is being earried ovt, It
shall transmit to the Attorney General a report embodying its findi
as a résult of any such investigation, and the report shall be made
publie in the discretion commission,

8ec. 14. That any persom who shall willfully make any false en or
statement in any report required to be made under this act shall be
deemed gullty of a misdemeanor, and upon conviction shall be subject
to a fine of not more than $5,000, or to imprisonment for not more than

or fine and imprisonment.

SEC, 15. That any officer or employee of the commission who shall
make Eubllc any information ob ed by the commission without its
anthority, or as directed by a court, shall be deemed guilty of a mils-
demeanor, upen conviction thereof shall be punished by a fine not
exceeding $5,000, or by imprisonment not exceading one year, or by fine
and impriscnment, in the discretion of the court.

BEc. 16. That for the pur of this act, and in aid of its powers
of investigation herein graa the commission shall have and exercise
the same powers conferred upon the Interstate Commerce Commission
in the acts to regulate commerce to sub a and eompel the attendance
and testimony of witnesses and the produetion of documentary evidence,
and to ad {ster oaths. All the requiremen obligations, liabllities,
and immunities imposad or conferred by sald acts to regulate commerce
and by the act in relation to testimony before the Interstate Commerce
Commisslon, apnroved Februa% 11, 1893, and the act defining im-
munity, approved June 30, 1906, shall apply to witnesses, testimony,
and documentary e ce before the commission.

Bec. 17. That the commission shall on or before the 1st day of De-
cember in each year make a rt, which shall be transmitted to Con-
gress, This report shall mtug: such facts and statisties collected by
the rommission as may be considered of value In the determination of
questions connected with the conduct of commeree by corporations, ex-
cepting corporations subject to the acts to regulate commerce, (neluding
an abstract of the anmual and special reports of corporations made to
the commission undec section 9 of this act: Provided, That no trade
secrets or private lists of customers shall be embraced in any such ab-
stract. report shall also include such recommendations as to addi-
tional legislation as the commiss'on may deem necessa{ly. The commis-

sion may rom time to time publish such additional reports or
bulletins of facts and statisties relating to corperations engaged In com-
merce a5 may be ed useful and do not violate the provisions of

Tt
Lms:‘:g 18. That. nothing contained in this act shall be ronstrued to
prevent or interfere with the Attorney General In enforcing the provi-
sions of the antitrust acts or the acts to regulate commerce,
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SENATE BILL,

An act to create an Interstate trade commission, to define its powers
and duties, and for other purposes,

Be it cnacted by the Benate and House og Representatives of the
United States of America in Congress assembled, t a commission
is hereslg created and established, to be known as the Federal trade
commission, composed of five members, not more than three of whom
shall be members of the same political partg. and the mid'l"cdeml trade
commisslon is referred to hereinafter as ‘' the commission.”

The words defined In this section shall have the following meaning
when found in this act, to wit:

“ Commerce” means such commerce as Congress has the power to
regulate under the Constltution.

The term * corporation’ or * corporations” shall include joint-stock
associations and all other associations having shares of capital or cap-
ital stock. organized to carr{‘ on business for profit.

“Antitrust acts " means the act entitled “An act to protect trade and
commerce against unlawfuol restraints and monopolies,” sl;fvroved July
2, 1800 ; also sections T3 to 77, inclusive, of an act entitled “An act
to reduce taxation, to provide revenue for the Government, and for
other purposes,” of August 27, 1804 : and also the act entitled “An act
to amend sectlons T3 and 76 of the act of August 27, 1894, entitled ‘An
act to reduce taxation, to provide revenue for the Government, and for
other purposes,’" approvied February 12, 1913,

-8rc. 2. Upon the organlzatlion of the commission, the Bureau of
Corporations, and the ces of Commissioner and Deputy Commissioner
of Corporations shall cease to exist, and the employees of said bureau
ghall become employees of the commission in such capacl!g as it may
designate. The commission shall take over all the records, furniture,
and cquipment of said bureau. All work and proceedings pending be-
fore the bureau may be continued by the comm n free from the di-
rection or control of the Becretary of Commerce. All appropriations
heretofore made for the support and maintenance of the bureau and
its work are hereby authorized to be exg by the for
sald purposes.

Any commissloner may be removed by the President for inefficiency,
neglect of duty, or malfeasance in office, A vacancy in the commissicn
shall not hnpa{r the right of the remaining commissioners to exercise
all the powers of the commission,

The commissioners shall be appointed by the Presldent, by and with
the advice and consent of the S8enate. The terms of office of the commis-
sloners shall be geven years each. The terms of those first :(Eipolnted by
Ehﬁ President shall date from the taking effect of this act, and shall be as

ollows :

One shall be appointed for a term of three years, one for a term of
four years, one for a term of five years, one for a term of six years
and one for a term of seven years: and after said commissioners shall
have been so first appointed all appointments, except to fill vacancies,
ghall be for terms of seven years each. The commission shall elect one
of its members chairman for such perlod as it may determine, The
commission shall elect a secretary and may elect an assistant secretary.
Bald secretary and assistant secretary shall hold tbeir offices or con-
nection with the commission at the pleasurc of the commisslon. Each
commissioner shall receive a salary of $10.000 per annum. The secre-
tary of the commisslon shall recelve a salary of is.ooo per annum.
The assistant secretary shall recelve a salary of £4,000 per annum,
In case of a vacancy In the office of any commissioner during his term
an appointment shall be made by the President, by and with the advice
and t of the Senate, to fill such vacancy, for the unexpired term.
The office of the commission shall be in the city of Washington, but
the commission may at its pleasure meet and exercise all Its powers
at any other place, and may nuthorize one or more of its members to
prosecute any Investigation, and for the purposes thereof to exercise the
powers herein given the commission.

The commission shall have such attorneys, accountants, experts, ex.
aminers, special agents, and other employees as may, from time to tim
be appropriated for by Congress, and shall have authority to audi
their bills and fix their compensation. With the exception of the secre-
tary and assistant secretary and one clerk to each of the commissione:
and snch attorneys and experts as may be employed, all employees o
the commission shall be a part of the classified clvil service. he com-
missfon shall also have the power to adopt a seal, which shall be
judicially noticed, and to rent sultable rooms for the conduct of its

work,

All the expenses of the commission, including all necessary expenses
for transportation incurred by the commissioners or by their employees
under thelr orders in maklng any Investigation or upon official business
in any other place than in the city of Washington, shall be allowed and
paid Dl“ ltl-ua presentation of itemized vouchers therefor, approved by the
commission,

The Auditor for the State and Other Departments shall recelve and
examine all accounts of expenditures of the commission,

Witnesses summoned before the commission shall be pald the same
ge&st and mileage that are paid wltnesses in the courts of the United

8.

Sec. 3. The commission shall have power among others—

(a) To investigate from time to time, and as often as the commls-
sion may deem advisable, the organization, business, financlal con-
ditlon, conduct, practices, and management of any corporation en-
fngeglln commerce, relating to or In any way affecting the commerce
n whie

(D)

h such corporation under inguiry is engaged.

To require any corporation subject to the provisions of this
act which the commission- may designate to furnish to the commission
from time to time information, statements, and records concerning
its organization, business, financial condition, conduct, practices, man.
agement, and relation to other corporatioms, or to !m?ivldtmls. n§s0-
cintions, or partnerships, and to require the production for exnmination
of all books, d ts, correspond , contracts, memoranda, or
other papers relating to or in any way affecting the commerce in
which such corporation under inquiry Is engaged, and to make coples
of the same.

(c) To preseribe as near as may be a uniform system of annual re-
ports from such corporations or classes of corporations subject to the
rovisions of this act, as the commission may designate, and to fix the
me for the fillng of such reports, and to require such reports, or
any sgeeial report, to be made under oath, or otherwise in the discre-
tion of the commission, 3
(d) To make public, in the discretion of the commission, any in-
formation obtained by it In the exercise of the powers, authority, and
dutles conferred upon it by this aet, except so far ns may be neces-
sary to protect trade processes, names of customers, and such other
matlers as the commission may deem not to be of public importance,

and to make annual and reports to the Con, and to sub-
mit therewith recommendations for additional legislation,

(e) In any suit in equity brought by or under the direction of the
Attorney General as provided in the antitrust acts if the court finds
for the complainant it may, upon its own motion or the motion of any
party to such suit, refer the matter of the form of.the decree to be
entered to the commisslon as a master In chancery : whereupon the
commission shall proceed in that capacity upon such notice to the
parties and upon such hearlng as the court may prescribe, and shall
as speedlly as practicable make report with its findings to the cour
which report and findings having been made and filed shall be subje
to the judicial procedure established for the consideration and dis
position pf A master's report and findings In equity cases,

{fL Wherever a restraining order or an interlocutory or final decree
has heretofore been entered or shall hereafter be entered against any
defendant or defendants in any suit brought by the United States to
prevent and restrain any violation of the antitrust acts, the commission
shall have power, and it shall be its duty, upon the application of the
Attorney General, to make Investigation of the manner in which the
order or decree has been or i{s being carried out, and as to whether the
same has been or is beilng violated and what, if any, further order, de-
cree, or relief Is advisable. It shall transmit to the Attorney General a
report ambodyl%g its findings as a result of any such Investigation, with
such recommendations for further action as it may deem advisable, and
the report shall be made E;Jhlil.‘ In the discretion of the commission,

(g) If the commission belleves from its inquirles and Investlgations.
instituted upon its own initlative or at the suggestlon of the President,
the Attorney General, or either House of Congress that any corporation,
individoal, association, or partnership has violated any law of the
United States lating commerce, it shall relz}ort its ﬁndlnﬁs and the
evidence in relation thereto to the Attorney General with its recom-
m?dattlgn& f ti i tigati dl

or the purpose of prosecuting any Investigation or proceeding an-
thorized by thl‘;o section the commission, or its duly authorized agent or
agents, shall at all reasonable times have access to, for the purpose of
examination, and the right to copy any documents or writings of any
corporation being investigated or proceeded against.

) The commission is hereby directed to Investigate, as expeditiously
as may be, trade conditions in forelgn countries where associations, com-
binations, or practices of buyers, dealers, or traders may injurlously
affect the export trade of the United States, and to report to Congress
thercon from time to time,

Sgc. 4. The powers and jurisdiction hereln conferred upon the com-
mission shall extend over all trade assoclations, mrm}rute combinations,
and corporations as hereinbefore defined engaged or affecting com-
merce, except banks and common earriers.

: Sfalﬁ. 5. That unfair competition in commerce is hereby declared un-
awful.

The commission shall have authority to prevent such unfair competi-
tion in commerce in the manner following, to wit:

Whenever it shall have reason to believe that any person, partnership,
or corporation is violating the provisions of this section, it shall issue
and serve upon_the defendant a complaint stating its charges in that

alf and at the same time a notice of hearing upon a day and at a
place therein fixed. The rson, panncmhi& or corporation so com-
plained of shall have the right to aﬂyear at the place and time so fixed
and show cause why an order should not be entered by the commission
requiring such person, partnership, or corporation to cease and desist
from the violation of the law so charged in sald complaint.

Upon such hearing the commission shall make and flle its findings, and
if the commission shall find that the person, partnership, or corporation
named in the complaint is practicing such unfair competition it shall
thereupon enter its findings of record and issue and serve upon the
offender an order re%uiring that within a reasonable time, to be stated
in said order, that the offender shall cease and desist from such unfalr
competition. The commission may at any tlme set aside, in whole or in
Enrt. or modify its findings or order so entered or made. Any sult brought

y any such person, partnership, or corporation to annul, suspend,
or get aslde, In whole or in part, any such order of the commission shall
be brought against the commission in a district court of the United
States In the judicial district of the residence of the person or of the
district in which the {;rlnclpal office or glace of business is located and
the procedure set forth in the act of Congress making appropriations
to supply urgent deficiencies and Insufficlent appropriations for the fiscal
year of 1913, and for other purposes, relating to sults brought to sus-
pend or sat aside, in whole or In part, an order of the Interstate Com-
merce Commisslon shall apply.

Persons, rtnerships, or corporations filing or causing to be filed
complaints before the commission shall have the rlght to appear and
be made parties to the case and be represented before the courts by

counsel, nnder such regulations as are now permitted in similar cirenm-
gt&:;m under the rules and practice of equity courts of the United
28,

If within the time so fixed In the order of the commission the per-
son, partnership, or corporation against which the order is made shall
not cease and igt from such unfalr competition, and if in the mean-
time such order /is not annulled, suspended, or set aside by a court, the
commission may bring a suit in equity in a distriet court in any dis-
trict wherein such person or persons reside or whereln such corpora-
tion has its principal office or place of business to enforce its sald
order, and jorisdietion is hereby conferred upon sald court to hear and
determine any such suit and to enforce obegl?znce thereto according to
the law and rules applicable to sults In eqtulty. All the provisions of
the law relating to appeals and advancement for speedy hearing In suits
brought to suspend or set aslde an order of the Interstate Commerce
Commission shall ugmlv in suits brought under this section: Provided,
That no order or finding of the court or commission in the enforce-
ment of thls sectlon shall be admissible as evidence in any sait,
clvil or eriminal, brought under the antitrust acts: Provided further,
That neither the orders of the commission nor the judgment of the
court to enforce the same shall in any wise relieve or absolve any r-
gon or corporation from any liability under the act entitled *An act to
protect trade and commerce against unlawful restraints and monopolies,”
approved July 2, 1800,

£c. 6. That if nnf corporation subject to this act shall fail to file
nng nnuual or special report, as provided in subdivision (b) of section
3 hereof, within the time fixed b¥ the commission for fillng the same,
and such failure shall continue for 30 days after notice of such de-
fault, the corporation shall forfeit to the United States the sum of
;100 for each and ever{ day of the continuance of such failore, which
orfeiture shall be payable into the Treasury of the United States, and
shall be recoverable in a civil sult in the name of the United States
brought in the district where the corporation has ite principal oflice or
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in any district in which it shall do business. It shall be the of
the various district attorneys, under the direction of the Attorney -
eral of the United States, to prosecute for the recovery of forfeitures.
The costs and expenses of such prosecution shall be d out of the
appropriation for the expenses of the courts of the Uni Btates.

Sec. 7. Any person who shall willfnlly destroy, alter, mutilate, or re-
move out of the jurisdiction of the United States or authorize, assist in,
or be privy to the willful destruction, alteration, mutilation, or re-
moval out of the jurisdiction of the United States of any book, letter,
paper, or Aocument contalning an entry or memorandum relating to
eommerce, with the intent to prevent the production thereof, or who
shall willf»lly make any false entry relating to commerce in any book
of accounts or record of any trade association, corporate combination,
or corporation, subject to the provisions of this act, or who shall will-
fully make or furnish to said commission or to Its afeut any false
gtatement, return, or record, knowing the same to be false in apy ma-
terial particular, shall be deemed guilty of a misdemeanor, and uBou
convietion thereof shall be punished by a fine of not excae&llss $5,000
or by imprisonment not exceeding one year, or by both said punish-
ments, in the discretion of the eourt.

Any employee of the commission who divalges any fact or information
which may come to his knowledge during the course of his employment
by the commission, except in so far as |t has been made public by the
eommission, or as he may be directed by the commission or by a court,
shall be deemed gullty of a misdemeanor, and ugénu conviction thereof
shall be gunlshed by a fine not exceedlng $5,000, or by imprisonment
gtt l::m Ing one year, or by both sald punishments, in the diseretion

court.

Bec. 8. The commission shall have and exercise the powers possessed
by the Interstate C ce Commlssi to subp and pel the
attendance and testimony of witnesses and the production of evidence,
and to administer oaths. All the powers, requirements, obligations,
liabilitles, and immunities Imposed or conferred by the act to regulate
ecommerce, as amended In relation to testimony fore the Interstate
C ree Commission, shall apply to witnesses, testimony, and evidence
before the commission.

Each corporation having a eapital of $£5.,000,000, to determine which
fact the amount of its capital stock, surplus, bonded indebtedness, and
undivided profits shall be combined, subject to the provisions of this
act shall, within 90 days after the taking effect of this act, designate
in writing an agent In the city of Waahlngtnaﬁ, D. C,, upon whom serv-
fee of all notices, orders, and processes issued by the commission may

for and on behalf of sald corporation, and file such designation
in the office of the commission, which de ation may from time to
time be changed by llke writing similarly filed; and thereupon service
of nll notlees, orders, or processes issued by the commission may be
made upon suech eorporation by leaving a copy thereof with such desig-
nated agent at hils or its office in the city of Washington with like
effect as If made personally upon such eorporation, and in default of
such deslgnation of such agent service of any notiee, order, or other
process may be made by ting suech nnﬂrel, order, or proeess In a -
epicuous place In the office of the ecommission.

All notices, orders, or other prucess to be served upon individnals or
other corporations than those having such capital shall be duly served
personally on such individoals and upon the president, chief execuntive
officer, or a director of such other eorporations, respectively, unless
they shall have designated, as they are hereby authorized to do, an
agent as aforesaid with power and authority to accept service of such
notices, orders, or ather process.

8rc. 0. The district eourts of the United States, upon the application
of the commission alleging a fallure by any corporation, or by any of
its officers or employees, or hy un{nlliness. to comply with any order
of the eommission for the furnisbing of information, shall have juris-
diction to Issue such writs, orders, or other process as ma neces-
BAry l!r) enforce any order of the commission and to punish bedience
thereof. :

8gc. 10, The several departments and bureans of the Government,
when directed by the President, shall furnish the commission, upon its
request, all records, papers, and Information (n their possession relat-
Ing to any trade association. corporate combination, or corporation,
I.'n§ ect to any of the provisions ef thls act,

B;nc. 11. Nothing contnined in this act shall be consirued to prevent
or interfere with the enforcement of the visions of the antitrust acts
or the nets to regulate commerce, nor shall anything contained in the
act he construed to alier, modify, or repeal the said antitrust acts or
the acts to regulate commerce or any part or parts thereof.

The amended bill as agreed to in eonference changes the
name of the proposed trade commission from * Interstate Trade
Commission” to “ Federal Trade Commission.” This is desir-
able to prevent confusion of name with the Interstate Com-
merce Commission. Because of certain administrative work
not contemplated by the House bill, the number of commission-
ers has been changed from three to five. In all other respects
the orgnnization of the commission is as provided in sections 1
and 2 of the House bill,

The Burean of Corporations is aholished, as in the House bill,
and its powers are conferred on the commission. Instead of
transferring them by reference to the original act creating the
bureau, as in section 3 of the House bill, they are explicitly set
out in section 6, paragraph (a), of the bill as agreed to by the
conferees. This has been done because the bill now gives to the
commission certain powers which so continuously and directly
concern the business interests of the country that it is desirable
to have the law show on its face its exact extent and appli-
cation.

The definitions respecting * commerce,” etc., remain substan-
tially as in section 4 of the House bill.

The provision of section 9, paragraph 1, of the House bill
requiring annual reports from all corporations engaged in com-
merce having a capital of over $£5.000.000 has been changed to
meet the Senate provision leaving the classes of corporations to
make such reports to the discretion of the commission. In view
of the large number of corporations with a capital of over
$5,000,000 which are not necessarily engaged in any commerce

&?;enﬂal for combination or monopoly this seemed a desirable
nge.

The commission is regnired to make the investigations relut-
ing to alleged violations of the antitrust acts as provided in
section 10 of the House bill, except thail the expression * direc-
tion of the Attorney General ” is eliminated. He is the head of
an executive department and the direction of the President is
deemed sufficlent. The reports of such investigations do not
include, at the discretion of the commission, recommendations
for readjustments of business, so that the corporations investi-
gated may operate lawfully, but a new subsection is added, sec-
tion 6, paragraph (e), requiring the commission to make recom-
mendations of this character on the application of the Attorney
General.

The poewers conferred upon the commission in sections 12 and
13 of the House bill to assist the Department of Justice, upon
direction of the courts, in solving the diffieuil econvmic problems
connected with trust dissolutions under the antitrust law, and
upon the initiative of the commission itself to supervise the
compliance with decrees of dissolutions are retained in the con-
ference bill in section 6, paragraph (¢), and in section 7.

The conference bill contains a provision, section 6, paragraph
(h), authorizing the commission to make investigatious re-
specting practices which may affect the foreign trade of the
United States. This was in the Senate bill substantially as it
now appears.

The publicity of the facts which ought to be the common
property of the American business man provided for practically
as In the House bill, and the administrative processes for con-
ducting investigations, summoning witnesses, and punishing vio-
lations are substantially as in the House bill

Section 5 declares unfair- methods of competition to be un-
lawful and empowers the commission, after hearing, to order
the discontinuance of the use of such methods. 5 .

It is now generally recognized that the only effective means of
establishing and maintaining monopoly, where there is no con-
trol of a natural resource as of transportation, is the use of
unfair competition. The most certain way to stop monopoly
at the threshold is to prevent unfair competition. This can be
best accomplished through the action of an administrative body
of practical men thoroughly informed in regard to business, who
will be able to apply the rule enacted by Congress to particular
business situations, so as to eradicate evils with the least risk
of interfering with legitimate business operations.

It is impossible to frame definitions which embrace all unfair
practices. There is no limit to human inventiveness in this
field. Even if all known unfair practices were specifically de-
fined and prohibited, it would be at once necessary to begin over
again. If Congress were to adopt the method of definition, it
would undertake an endless task. It is also practically impos-
gible to define unfair practices so that the definition will fit
business of every sort in every part of this country. Whether
competition is unfair or not generally depends upon the sur-
rounding circumstances of the particular case. What is harm-
ful under certain circumstances may be beneficial under differ-
ent circumstances. s

Th> orders of the commission will be enforceable only through
the courts. In order to obtain the speediest settlement of dis-
puted questions, it is provided that the commission shall apply
for the enforcement of its orders directly to the cirenit court of
appeals. The findings of the commission as to the facts are to
be conclusive, The court’s function is restricted to passing on
questions of law. The court will determine such questions on
the record in the proceeding before the eommission. No new
evidence may be adduced on the hearing in court except upon
good eunuse shown; and if the court permits the introduction of
additional evidence, such evidence will be taken by the commis-
sion and then filed in court with its new or modified findings
based thereon. The judgment of the court of appeals will be
final, subject only to review by the Supreme Court upon writ
of certiorari.

This section is entirely new to the House bill, but it appeared
in a somewhat similar form in the Senate bill, and the managers
on the part of the House believed it wise to accept the provision
in the form in which it now appears.

W. C. ADAMSON,

Taerus W. SiMs,

J. Harry COVINGTON,

F. C. STEVENS,

Joax J. EscH,
Managers on the part of the House.

Mr. ADAMSON. Mr. Speaker, while T do not wish to indulge
in any argument on this conference report, there are other gen-
tlemen who desire to make a few remarks; and I hope I may,
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be pardoned a slight digression in yielding to my colleague, the
distingnished gentleman from Maryland [Mr. CoviNgTen], the
author of the bill. [Applause.] He has been a member of our
committee a long time. He was the chairman of the subcommit-
tee which drafted this bill, and he is largely responsible for the
excellencies eontained in it.

It is with deep regret that the committee contemplate his
early retirement from the committee and the House. but with
gratification they look forward to the still mere distinguished
career which he is to achieve on the bench as the chief justice
of the Supreme Court of the District of Columbia. [Applause.]
He has been a splendid member of our committee. He has been
diligent ; he has been able: he has been courteous; and I have
no doubt that all the Members of the House will share the regret
of the committee in parting official company with him, and will
with delight listen to the words of wisdom with which he will
explain this conference report.

I yield to the gentleman from Maryland [Mr. CovingToN] such
part of 30 minutes us he wishes to use. [Applanse.]

Mr. COVINGTON. Mr. Speaker, the conference report which
has just been called up represents the final stage of legislation
in that part of the President’s trust program in which he ree-
ommended, in his message of January last, the ereation of an
interstate trade commission.

It will be recollected that-the House bill passed on Jnne 5
last and went imwediately to the Senate. It was not considered
for amendments in the Senate Committee on Interstate Com-
merce, but instead there was reported to the Senate an entirely
new bill. This was substituted for the House bill by way of a
single amendment, and this substituted blll, with various amend-
mients thereto, wus psassed in the Senate on August 5 last. It
immediantely went to conference, and the managers on the part
of the House have since that time been continuounsly laboring
with the managers on the part of the Semtte to bring the two
bills into harmony by redrafting the provisions of the two
measures. within the limits of conference, so as te embody the
essentinl features of the original plan for the creation of an
interstate trade commission us outlined in the House bill,

At rthe outset the conferees determined that it was wise to
agree to the change of the name of the propvsed trade eommis
sion from * Interstate trade commission™ to * Federal trade
commissgion.” This Is practically a neeessity in order to pre-
veut confusion of name wirth the Interstate Commerce Com-
mission. A great many of the printed reports and other doeu-
ments now benr on the ritle-pnge the abbreviation 1. C. C."
for Interstate Commeree Commmission. To have a similar ab-
breviation * I. T. €.” would make endless confusion. The mann-
gers on the part of the House, therefore, accepted the change
of name to * Federal trade commission,” as it appeared in the
original Sennte bill.

The number of commissioners has been Inereased from three
to five. At the time the House bill was pussed the commission
did not have conferred upon it one very lmportant administra-
tive power which luter appenred in the Senate bill, and which
now is adopted in the conference report. This power is the one
conferred upon the commission to deal with unfair methods of
competition, which will be explained later on. It will make
the work of the commission suffictently heavy te require of
necessity that there shall be five commissioners,

1 am glad to be able to state to the House that in practically
all of the other features of the House hill the conference repert
shows that there has been substanutial and, in many instanees,
precise adherence ro it. The Burean of Corporativns is abol-
fzbied, ns in the House bill, and its powers are conferred on
the Federal trade commission, The Hounse bill conferred these
powers explicitly by reference to that part of the original act
organizing the Department of Commerce and Laber which pro-
vided for the creation of the Bureau of Cerporaticns.

With the conferring uwpon the commission of the power to
deal with unfair competition, te which I have referred—a power
which =o countinnonsly and direetly concerns the business in-
terests of the country—it is desirable to have the law show
upon its fuce its exnet extent and application, and the powers.
dnties, and authority of the Burean of Corporations have
accordingly been explicitly set ent in section G, paragriph (a),
of the bill as agreed to by the counferees. ‘This is, however, an
express renffirnuition of the original House act. There had
been sin attempt in the Senate bill to limit the power of the com-
mission to investignte within a much narrower scope than now
covered hy the Bureau of Corporations.

The definitions respecting commerce, corporations, decnmen-
tary evidence, antitrust acts. and acts to regulate commerce re-
main substantinlly as in seetion 4 of the House bili,

The actunl detanils of organization of the commission, as pro-
vided in the bill of the conferees, is precisely as provided in

sections 1 and 2 of the House bill. The method of compensating
the commissioners, the authorization of the selection of its
employees, the provision safeguarding its force of employees
within the classified civil service, the anditing of its accounts,
and all other details follow the carefully worked out legisla-
tion as it originally passed this House.

The provision of seetion 9, paragraph 1, of the House bill, re-
quiring annual reports from all corporatiens engaged in com-
merce having a eapital of over $5.000.000, has been changed so
as to leave the classes of corporations which shall be required
to make such reports to the diseretion of the commission. It
is apprehended that with the power in the commission to deal
with unfair methods of eompetition, the annual reports and
special reports to be required from those corporations which it
is desirable for the commission to have repert at all will be
quite comprehensive. It transpires that there are over 1,300
corporations. exeepting banks and common carriers, in the United
States enguged in the businesses defined as intersinte eommerce,
A very large pumber of those corporatieus do not belong to
classes which are ever likely to be eited to appear before the
commission for vielations of law. Al information which may
ever be wanted from them, in line with that rational and con-
stitutional publicity which shall alike aid the publie and in-
daustrial business, ean be obtained from the oeeasional or special
reports. The managers on the part of the House believe, there-
fore, that it was wise to yield in the matter of elassificntion
and not to require that all corporations of over five millions
of capital shall arbitrarily be compelled to file an annual report
with the Federal trade commission.

Mz.d I;ORLA..\‘D. Would the gentleman be willing te be inter-
rupt

Mr. COVINGTON. Certainly.

Mr. BORLAND. The dropping out of that limit of $5.000.000
does not mean that all corporations, no matter how small, are
going to be reguired to make reports?

Mr. COVYINGTON. On the contrary. it was drepped for the
purpose of limiting the nuimber of eorporations which will be
required to make regular reports.

Mr. BORLAND. There have been some people who are very
apprehensive that it would require all of these little business
corporations te make a report. That is net the ease?

Mr. COVINGTON. It is the belief of the conferees that the
present language as construed by the commission will cause
only a relatively small number of corperations te make the
reports.

Mr. MADDEN. Will the gentleman yield?

Mr. COVINGTON. Certainly.

Mr. MADDEN. Does this give the commission power to re-
quire any eorporation to make a report, whether the eapital be
small or great?

Mr. COVINGTON. Undoubtedly. The language of the sec-
tion is such that, having regard for the ordinary good sense
which the group of men composing the Federal trade commis-
sion will have, they possess the power to designate the corpora-
tions requnired to report.

Mr. MADDEN. There is no limit to the power of the com-
mission to require any corporation te make a report?

Mr. COVINGTON. In the originanl House bill there was not,
beenuse it was necessary, from a legal viewpoint, that there
should be left to the commission the power to elassify corpora-
tions with less than $5.000,000 eupital and to require them to
make reports if necessary.

Mr. MADDEN. True. the House bill provided that a certain
limit of eapital would require the corporations to come wnder
the provisions of the law. but it also gave the eommission the
power tn go henenth the Hmit of eapitalization of corporations.

Mr. COVINGTON. It did; and when the commission reads
the two acts together, seeing what the Honse orviginally did
and what the conferenee report finnlly does. there will be a elear
legislative intent indicated to them, and even the counrts have
said that you may look to the proceedings of the legislative
body to obtain the legislative intent. The commission will
therefore see that it was the intention of Cengress to limit the
operation of the report section and not to broaden it beyoud
the original House bill.

Mr. MADDEN. Does the gentleman believe it Is the conclu-
sion of all of the conferees that the commission will not re-
quire reports to be made from eorporations unless information
comes to them to the effect that those corporatiens are violat-
ing the law?

Mr. COVINGTON. Not necessarily. They may belong to the
classes of corperations which are peculiarly as a elass engaged
in business potentinl for monopoly or likely to be operating
through unfair competition. The conferees ull believe the pres-
ent form of the section is less of a burden on henest corporate
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business than would have been the requirements of the original
section.

Mr, J. M. C. SMITH. Mr, Speaker, will the gentleman yield?

Mr. COVINGTON. Yes.

Mr. J. M. C. SMITH. Has the commission the same authority
to compel a copartnership or an individual engaged in an un-
“lawful combination or restraint of trade to make reports as it
‘has of a corporation?

Mr. COVINGTON. It has not the same power to compel re-
ports, because it could not constitutionally do that, I appre-
hend. It is only by virtue of the visitorial power of Congress
over corporations enjoying certain franchise privileges but
going beyond the confines of the State that the commission
finds its power to compel them to make reports.

Mr. STAFFORD. Mr. Speaker, will the gentleman yield?

Mr. COVINGTON. Yes.

Mr. STAFFORD. The gentleman just stated that it is the
rule of the court in interpreting laws to look for the intent of
Congress by referring to the reports upon bills. Is not that
the rule only where the phraseology is ambiguous, and it does
not-apply where the language is clear and explicit, as it is in
this case, to give power to a Federal commission to extend over
all corporations whether large or small?

Mr, COVINGTON. Mr. Speaker, I did not mean to convey
the idea that the court in constrning an unambiguous section
would take either the report on the bill or the legislative de-
bates. What I meant to say to the gentleman from Illinois
[Mr. MappeN] was that the commission itself In trying to find
the purpose of the change would see that purpose very clearly
indicated by the course of legislative conduct in dealing with
the section. That disclosed intent would impel the commission
to restrict the scope of the annual report section rather than
to broaden it.

Mr. STAFFORD. But there is nothing restrictive in the
measure limiting their authority. If they want to exercise it
they might exercise it over every corporation,

Mr. COVINGTON. Ob, certainly.

Mr. BATHRICK. Mr. Speaker, will the gentleman yield?

Mr. COVINGTON. Yes.

Mr. BATHRICK. I want to be clear upon this point.
flrm or corporation is required to report -except those which
this commission designates?

Mr. COVINGTON. That is correct.

Mr. BATHRICK. Does the gentleman consider under this
bill that the commission will have the power to require a re-
gort from a corporation doing business wholly within the

tate?

Mr. COVINGTON. Certainly not,

Mr. MADDEN. Mr. Speaker, will the gentleman yield again?

Mr. COVINGTON. Certainly.

Mr. MADDEN. In answer to a question that I asked the
gentleman a short time ago, the gentleman from Maryland re-
plied that the scope of the commission’s authority would be
confined to such corporations as were recognized to be violators
of the law, or some such expression as that. I do not attempt
to use his exact words. Do the conferees undertake to define
what elasses of corporations are law violators?

Mr. COVINGTON. I think the gentleman from Illinois [Mr.
MappEN] misunderstood me. I meant that the scope of the
power in the section requiring reports was intended to be re-
stricted rather than enlarged as the result of the final enact-
ment of that section, and I did not mean to say that the com-
mission's authority over the reports from corporations is to be
restricted to those that may be engaged in violating the law.

Mr. MADDEN. I understood the gentleman to say that there
was a well-defined class of corporations that were understood
to be law violators.

Mr. COVINGTON. Oh, no; I did not say that at all. On the
contrary, I think, with all due respect to a certain few people
who imagine that most corporations are violators of the law,
that "the vast majority of them are law-abiding organizations,
intending to conform their business practices to the honest
methods that the law outlines or fair dealing itself dictates.

The commission is required to make the investigations relat-
ing to alleged violations of the antitrust acts as provided in sec-
tion 10 of the House bill. The original Senate provision of a
similar character authorized the commission to go further than
to make a report on the facts to the Department of Justice. It
provided for a report of the findings of the commission with
respect to violations of the law. The purpose of the original
House provision was to give some compulsory process whereby
the Department of Justice, before bringing suit under the anti-
trust acts, ean obtain all the information necessary to determine
whether the law has been violated or not, and for the proper
statement of the case of the Government in its bill of complaint

No.

if there has been a violation. On the other hand, everyone ree-
ognizes that it would be a mistake to divide the authority of
enforcement of the antitrust acts between any other body and
the Department of Justice. The Attorney General should be left
in full control, as the chief law officer of the Government, of
the disposition of cases arising under the Sherman law. He
would not be thus left if there were embodied in the report
of facts made by the trade commission with respect to any
investigations conducted by it concerning violations of the Sher-
man law, findings, that is to say, conclusions of law, respecting
violations. The House therefore insisted upon retaining its
original language, which has been thought out after consulta-
tion with many lawyers actively concerned in the prosecution
of trust cases for the Government. The expression * direction
of the Attorney General” is eliminated from the section. He is
in reality the head of an executive department, and the direc-
tion of the President is deemed sufficient. It is a certainty that
the President will always direct the commission to make an
investigation when his own Attorney General requests him so
to do. And it adds something to that independence and dignity
of the commission which is so desirable to have the law crest-
ing it free from any suggestion that It is so subordinate a body
as to be liable to be directed to do any act by the head of a
governmental department.

Mr. BUCHANAN of Illinois. Mr, Speaker, will the gentle-
man yield?

Mr. COVINGTON. I yield to the gentleman.

Mr. BUCHANAN of Illinois. Does this measure give the
commission power to prevent corporations from ecirculating
watered stock? .

Mr. COVINGTON. No. That subject is dealt with in another
one of the trust bills. I understand—in fact. I know—that the
provisions relating to common ownership of stock and inter-
locking directorates is one of the provisions embodied in the
Clayton antitrust bill, now pending in conference.

The powers conferred upon the commission in sections 12 and
13 of the House bill to assist the Department of Justice, upon
direction of the courts, in solving the difficult economie problems
connected with trust dissolutions under the antitrust law, and
upon the initiative of the commission itself to supervise the com-
pliance with decrees of dissolution, are retained in the con-
ference bill in section 6, paragraph (c), and in section 7.

The House bill provided, in section 16, that the commission
should have and exercise the same powers conferred upon the
Interstate Commerce Commission to subpena and compel the
attendance and testimony of witnesses and the production of
documentary evidence and to administer oaths. The Sennte
bill also contained as its section 8 exactly the same provision,
The House managers believed, however, that in line with the
policy which caused the recital in full of those powers formerly
exercised by the Bureau of Corporations and hereafter to be
exercised by the commission, it is both wise and proper that the
powers of subpeena and other compulsory process for taking
testimony and producing documentary evidence, and the power
of enforcing the ordinary processes of the commission with re-
spect thereto in the courts, ought to be set out in full. It is
believed that the scope of the present act is sueh with respect
to individuals and corporations engaged in interstate commerce
that it ought to contain in its body all of its provisions in full,
without having reference to any other existing act to find the
extent or application of the law. The Senate accepted this
suggestion, and the enactment of those powers by reference to
the similar powers possessed by the Interstate Commerce Com-
mission has been abandoned.

The conference bill contains a provision, section 6, paragraph
(h), authorizing the commission to investigate from time to
time ‘trade conditions in and with foreign countries where the
practices of manufacturers, merchants, or traders or other
conditions may affect the foreign trade of the United States,
and to report to Congress thereon with such recommendations
as the commission deems advisable. This section was in the
Senate bill substantially in the form in which it now appears.
In view of the horrible war now devastating Europe and the
nation-wide belief that there is an unusual opportunity for this
country to secure and hold the vast export commerce carried
on by European countries with South Ameriea, there can hardly
be a doubt that careful inquiries by a great administrative body,
possessed of the experts necessary to make valuable trade in-
vestigations, are desirable to secure information and suggest
methods by which our industrinl business concerns shall rapidly
be enabled to expand their export trade until they have the
bulk of the great South American commerce.

Mr. SHERLEY. Will the gentleman yield?

Mr. COVINGTON. Certainly.. ;
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T’Mf. SHERLEY. In the bill as it passed- the House-the
definition of commerce was, In substance, that over which
Congress has jurisdiction by viriue of the Constitution of the
TUnited States. In the bill as agreed to in conference the
definition of commerce would seem to exclnde commerce with
any possessions of the United States that were not States or
Territories or the District of Columbia.

Mr. COVINGTON. That is correct.

Mr. SHERLEY. In other words, it does not embrace com-
merce with the Philippines, with the Canal Zone, Porto Rico,
Guum, and such places.

AMr. COVINGTON. It is not Intended to cover that com-

merce.

l"'lm-. SHERLEY. I notice one other matter in which the
House muy be Interested, and that is exclusive jurisdiction is
given to the circuit court of appeals on the application by the
commission or the party affected in reviewing the action of the
commission, and then there is a subsequent provision which
gives to the district courts power to issue writs of mandamus

- to compel enforcement of the order of the commission. Those
provisions seem to be in conflict,

Mr, COVINGTON. I think the conilict is more apparent than
real, and, fraukiy. it was an oversight in the final draft. It
is a fact that thei~ is a slight conflict there. It is one, however,
the court would have no difficulty in determining, because in
the section which embodies the method of dealing with processes
of the commission, process for subpeena, process of enforcing
ordinary orders respecting réports, process for production of
doenments, process for the punishment of contumacions witnesses.
and all the other ordinary mnchinery for the actual operation
of the ecommission investigations and hearings, there is found
that provision, It might very well be held to relate entirely to
the proceedings nnder the section to which the gentleman refers.
And the exclusive jurisdietion conferred npon the cirecuit court
of appeals is expressly related to and found in the section
which deals with unfair methods of competition in business. In
addition thereto, as indicated—that section 9, to which the gen-
tleman refers, was dealing entirely with methods and proc-
esses—it provides that the jurisdiction of the distriet courts
of the United States shall be invoked only upon' the application
of the Attorney General of the United States, and only at the
request of the commission. Assuming all the gentleman says,
it would not become a confilet of jurisdiction until the appliea-
tion of the Attorney General to the district court after the
request of the commission had been made, The comynission
would never use that method to enforce its unfair-competition
orders,

Mr. SHERLEY. I grant the gentleman that the jurisdiction
of the district court can only Le appealed to by the Attorney
General of the United States on request of the commission, but
asspming that it was so invoked and a writ of mandamus was
songht, in resisting the issnance of that writ would not the
proceeding of necessity vest the district court with jurisdiction
that in another place in the bill it is stated to be exclusively
with the circuit courts of appeal?

Mr. COVINGTON. If such an unusunl and unlikely situation
as that should develop there would undoubtedly be a conflict of
Jurisdiction i

Alr. SHERLEY. In other words, there is a conflict which can
be avoided by the commission not taking advantage of the pro-
vision ns to mandnmus writs in the district court?

Mr. COVINGTON. Certainly. And. moreover, the Attorney
General himself can not take advantage of that unless the eom-
mission itself desires to invoke the order and make application
to him; so it is a conflict that is apparent rather than one that
raises a substantial difficulty. It is also easy to correct, if it is
desirable.

Mr. SHERLEY. I understand.

Mr. COVINGTON. The House manangers yielded to the Senate
monagers with respect to the section in the Senate bill dealing
with unfair methods of competition. At the time the original
House bill was passed I stated, in presenting the bill to the
House:

The commission has in no sense been empowered to make terms with
monopoly or in no wag to assume centrol of business. * * * ‘There
bas been po attempt to deal with the gquestion of mailntenance of fixed
prices. The commission has been glven no power to pass orders In any
way regulating productlon It bas not been clothed with anthority to
make a declaration as to the innocuonsness of any partlenlar eorporation
or agreement, even If coupled with the right to revoke such order In
future. All these problems are interwoven with the industrial business
of the eountry In sneh a way as to be eTectively legislated upon, if at
all, only after the most exhaustive Investization by frained experts,

The nceeptance of section 5 of the present bill, conferring
upon the Federal trade commission the power to deal with un-
fair methods of competition. in no wise Interferes with the
declaration made by me respecting the way in which the powers

of the commission onght to be cirenmscribed. There is not
now found within the extent of the well-defined doctrine of the
substantive law recognized by the courts as * unfair methods
of competition” any attempt to make terms with monopoly or,
through the instrumentality of the Federal trade commission,
to regulate production or enforce by orders the maintenance of
fixed prices. Neither is there lurking within the doztrine any
authority to declare lawful or harmless for the future the gen-
eral plan of organization or opera‘ion of any particular cor-
poration engaged In commerce. In fact, “unfair methods of
competition™ is a subjeet simply avoided entirely at the time
the House bill was passed, beenuse in the division of jurisdie-
tion between the House Commiltee on Interstate and Foreign
Commerce and the Hounse Committee on fhe Judiciary there
was pending before the Committee on the Judieiary, and subse-
quently pasged, a bill which, among its other provisions, con-
tained a series of definitions against certnin unfair methods of
competition, and which provided arbitrarily for the punishment
under all circumstances of the persons, partnerships, or corpo-
rations guilty of the practices defined aud prohibited. It was
only when the trade commission bhill and the antitrust bill
reached the Senate that it became a much-mooted and very
open question what was the best and most effective way to deal
with the various practices of unfair or destructive competition
which, if permitted to go on unchecked and uncontrolled. be-
come potential for restraint of trade or monopoly. When the
trade commission bill came to the floor of the Senate that body,
after more than a month of most informing debate, voted quite
decisgively for the inseriion In the bill of the provision of law
now embodied in section 5, and which reads:

That unfair methods of competition in commerce are hereby dezlared
unlawful.

The commission is hereby empowered and directed to prevent r?er-
sons, partuerships, or corporations, except bapnks and common carriers
subject to the act to regulate commerce, from using nnfair methods of
competition in ecommerce,

There then followed in the section a method of procedure for
the enforcement in the courts of the orders of the commission,
similar to the procedure now in force with respect to the orders
of the Interstate Comnnerce Commission.

The House managers gave a good deal of consideration to
this section. It was recognized that it did not appear In any
form i the House bill. It embraced within its bread and
elastic scope all the specific practices against which there had
been prohibitions in the Clayton bill. After careful considera-
tion. however, it seemed the wise thing to accept the section,

It is now generally recognized that the only effective means
of establishing and maintaining monopoly, where there is ne
control of a natural resource or of transportation, is by the nse
of unfair competition. ‘The most certain way to stop monopoly
at the threshold ig to prevent unfair competition. This can be
best accomplished through the action of an administrative body
of practical men thoromghly informed in regard to business
who will be able to apply the rule enacted by Congress to par-
tieular business situations so as to eradicate evils with the least
risk of interfering with legitimate business operntions.

It is impossible to frame definitions which embrace all nn-
fair practices, There i8 no limit to hmman inventiveness in
this field. Even if all known unfair practices were specifically
defined snd prohibited. it would be at once necessary to begin
over again. If Congress were to adopt the method of definition
it would undertake an endless task. It is also practically im-
possible to define unfair practices so that the definition will fit
business of every sort in every part of this country. Whether
competition is unfair or not generally depends upen the sur-
rounding circumstances of the particular case. What is harm-
ful under certain circumstances may be beneficial under differ-
ent circumstances.

When the trande commission bill was first reported to the
Sennte containing section 5, which at that time provided that
“unfair competition in commerce shall be unlawful,” it is
quite true that it was the contention of a number of able Sen-
ators that the expression “ unfair competition” was so vague
as applicable to industrinl business in this country that a pro-
hibition of it wounld be Ineapable of enforcement at lnw. Even
a casunl examination of the authorities, however, shows that
view to have been unsouni.

* Unjustly ™ is a word that is often used in defining or de-
claring a rule of conduct. and it has been applied a great many
times. Among others I find the case of McGear v. Young (44
Southwestern Reporter, 104). If “unjustly " is certain, is * the
fuir ™ less certain? %

Mr, HULINGS. Will the gentleman yield?

Mr. COVINGTON. Certainly.

Mr. HULINGS. I would like to ask if two or half a dozen
gentlemen have a partnership and are engaged in what might
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be termed unfair processes between the States and a half a
dozen gentlemen who are incorporated in a corporation in some
of the States are engagzed in the same kind of business, would
this act require the corporation to cease that kind of thing and
permit the partnership to go on in the same business?

Mr. COVINGTON. No.

Mr. HULINGS. So it does cover a partnership?

Mr, COVINGTON. The section which deals with unfair
methods of competition confers upon the commission certain
administrative powers somewhat analogous to the Interstate
Commerce Commission, extending to persons, partnerships, and
corporations, and with respect to the great industrial activities
in interstate commerce. It embraces within the scope of that
section every kind of person, natural or artificial, who may be
engaged in interstate commerce.

Mr. HULINGS. Where is it in the bill?

Mr, COVINGTON. It is in section 5.

Mr. GREEN of Iowa. Will the gentleman yield?

Mr. COVINGTON. I yield to the gentleman from JIowa.

Mr. GREEN of Iowa. As I understand the bill, the term
“unfair competition” is nowhere defined therein, and it is left
for the commission to determine in the first instance whether
or not any particular act constitutes unfair competition. Am
I correct? -

Mr. COVINGTON. The gentleman is correct.

Mr. GREEN of Iowa. Then the commission will do, in the
language of the bill, in accordance with their opinion.

Mr. COVINGTON. But the language of the bill does not say
exactly that. It says that after a hearing and findings of fact
the commission Is of opinion.

Mr. GREEN of lowa. I think the gentleman will find the
langunage of the bill reads that way. I will read it.

Mr. COVINGTON. It does not say merely in accordance
with their opinion. It says that if in their opinion, after the
hearing, the person or corporation has violated the statute. A
court also does that.

Mr. GREEN of Towa. I accept the construction the gentle-
man has placed upon it, and then I will ask further if the de-
termination of their opinion is based by any legal precedents
on the subject?

Mr. COVINGTON. Surely; they are to determine. The gen-
.tleman’'s question is a very pertinent one. This is a new field
in the law in this country with respect to interstate commerce.
We are attempting to control and protect honest competition
in this country, and unless a man has been a specialist in the
law with respect to industrial business it is guite likely that he
has not realized the extent to which there has been a growth
of the substantive law with regard to what are known as “ un-
fair methods of cqmpetition.” I state quite candidly to the
gentleman that at the time this measure was first mooted in
the House I held to the opinion that “ unfair competition" or
“unfair methods of competition,” as a phrase to be found in the
law, was so probably vague as to be unenforeeable. But after
having given some months of study to the subject I am able to
say that there is in existence to-day a surprisingly well-defined
class of declarations by the courts in cases arising where suits
for damages have been brought or where the injunctive proec-
esses of the courts have been sought to be invoked, stating un-
fair competition or unfair methods of competition as a legal
definition. All the conferees were clear upon that.

As a matter of fact, a careful examination will show that
when the Sherman Antitrust Act was passed in 1800, contain-
ing the expression that “contracts in restraint of trade are
hereby declared to be unlawful,” there was not one tithe of
legal interpretation to tell the courts what contracts in restraint
of trade are that there is to-day to tell the courts what * unfair
methods of competition ” means.

If the gentleman from Iowa [Mr. Greex] will follow me,
I think he will be satisfled of that fact.

The SPEAKER. The time of the gentleman from Maryland
has expired.

Mr. ADAMSON. Mr. Speaker, does the gentleman from
Maryland wish additional time? If so, how much additional
time does the gentleman desire?

Mr. COVINGTON. I think 15 minutes more would be all
that I may need.

Mr. ADAMSON. Very well.

The SPEAKER. The gentleman from Maryland is recog-
nized for 15 minutes more.

Mr. COVINGTON. During the debate in the Senate there
were called to the attention of that body by Senator CummiIns,
of lowa, two instances of very broad use in law of words
similar to * unfair,” for the purpose of prescribing a rule of
conduct—one in a statute and one in a decree. The first in-

stance is found in the statutes of New York in the laws of -
1010, chapter 374, artiele 11. It reads as follows:

Every person operating a motor vehicle om a public highway of
this State shall drive the same in a ecareful and prlt.l’del:lt maﬁner,rand
at a rate of s;)ced 80 a8 not to endanger the property of another or the
life or limb of any person: Provided, That a rate of speed of 30 miles
an hour for a distance of one-fourth of a mile shall be presumptive
evidence of driving at a rate of speed which is not careful and prudent.

Section 290 of the laws to which T have referred prescribes a
penalty for a violation of the provision I have just read. It
has been sustained in the courts of New York as fixing a rule
sufficiently certain to guide those who might be affected by it.
It was first passed upon in People v. Winston (155 Appellate
Division, N. Y., 907). It was again passed upon in the court of
appeals in Baker v. Close (204 N. Y., 92), and in the latter
case the court sald:.

Both pedestrians and drivers of motor vehicles are r

cise that degree of
It is impossible—

uired to exer-
prudence and care which the conditions demand.

Says the court—

g:‘ul tfggmn!nte any more precise definition of these relative rights and

If it is sufficient to say to the people who are to be affected
by a law that they must drive a motor vehicle in a eareful and

{ prudent manner, it would seem to be sufificient to preseribe for

those engaged in trade that they must not practice unfair com-
petition, in view of the many gpplications those words have
already had and the many instances in which they have been
applied, both by courts and commissions, in the general litera-
ture of commerce,

Mr. GREEN of Towa. I wish to go a little further with my
question. I hope the gentleman will convince me by the authori-
ties he has cited as he has convinced himself, but I am not yet
convinced. To go further with my question, as I understand,
the gentleman thinks this act does not declare any particular
act to be wrongful which has not heretofore been included
within the term *“ unfair competition ” by the courts?

Mr. ADAMSON rose.

The SPEAKER. For what purpose does the gentleman from
Georgia rise? -

Mr. ADAMSON. I wish to say that it is espécially desirable
that the gentleman from Maryland [Mr. CoviNeTox] shall have
full opportunity to answer questions and to explain this bill,
and yet there are three or four other gentlemen who have asked
for a little time. I therefore ask unanimous consent that my
time be extended not to exceed an additional hour.

The SPEAKER. The gentleman from Georgia asks unani-
mous consent that his time be extended not to exceed an hour.

Mr. COVINGTON. I shall not exceed half that time.

The SPEAKER. Is there objection?

There was no objection.

Mr. COVINGTON. I want to call the attention of the gentle-
man from Iowa [Mr. Green] to the statote that has recently
been passed by the State of New York and which I just re-
ferred to, and to ask him whether he thinks it places upon the
courts a lighter burden or a greater burden than the expression
“unfair competition "? That statute respecting automobiles in
the State of New York, as I said a few moments ago, has been
construed to be enforceable and punishments under it have
been sustained, and it says—and this is about all it says—that
“ every person operating a motor vehicle on a public highway in
this State shall drive the same in a careful and prudent man-
ner.” [Laughter.]

Mr. STEVENS of Minnesota. Mr. Speaker, will the gentle-
man yield to me for a question?

The SPEAKER. Does the gentleman yield?

Mr. GREEN of Iowa. It does not answer my question at all.
I hardly wish to take the gentleman's time by answering his
question in return, aithough I will do so if he wishes. If the
gentleman will kindly permit, my question was whether this
oct creates any new offense unknown to the courts under the
term * unfair competition.”

Mr. COVINGTON. It does not; but it does this, if T may
be permitted to complete the answer: It gives this commission,
when its official order is finally adjudicated in the courts under
the constitutional authority that we could not take away from
the courts, the power to expand the law in respect to * unfair
competition,” just as the law of negligence has been expanded,
just as the law of fraud has been expanded, just as the law of
restraint of trade has been developed, and to make * unfair
methods of competition™ a vital, elastie principle of the law,
which is the only thing that makes the developing process of
the common law worth having in this country. [Applause on
the Democratic side.]
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Mr. GREEN of Towa. Does the gentleman contend that in
respect to criminal matters the eriminal lnw with reference to
fraud and false pretenses has been changed?

Mr. COVINGTON. Yes; times without number.

Mr. STEVENS of Minnesgta. Will the gentleman allow me
a question?

Mr, COVINGTON. Yes; I yield to the gentleman.

Mr. STEVENS of Minnesota. Does the gentleman recall the
fact that he brought to me a textbook on the subject of * unfair
competition ™ ? !

Mr. COVINGTON. I do. I recall that I brought to the gen-
tleman from Minnesota such a book, not knowing before I gave
it to him that there was such a volume of law in existence—a
textbook written by a gentleman whom I understand to be a
fine legal specialist and one of the best lawyers in the city of
New York—a book entitled ‘* Nims on Unfair Competition,” in
which the author discusses exhaustively the whole subject that
;\'e start out with as a distinet and well-established principle of
aw.

Mr. STEVENS of Minnesota. Is the gentleman aware of the
fact that that textbook contains a list of fifteen hundred cases
on that subjeet, covering 30 solid pages, devoted to the defining
and explaining of those cases?

Mr. COVINGTON. Yes; and I thank the gentleman for that
question. I knew that he had examined the extent to which
the author had dealt with the subject with some care, and I
am glad to have him poiut out how extensive have been the
court decisions on the subject. Those cases deal with every con-
ceivable variety of act that appeals to the courts as * unfair
methods of competition.”

And, by the way, I call the attention of the gentleman from
Towa to a distingnished former colleague of his whom I re-
gard as one of the ablest lawyers that ever sat in this House,
Judge Walter I. Smith, now a judge of the distriet court of
the United States for the State of Iowa. When he handed down
his opinion, not yet printed, but of which the advance sheets
have been issued, in the International Harvester case, he re-
ferred to the group of practices in the Government complaint
as violative of the law because unfair methods of competition.

Mr. GREEN of Iowa. And already covered by the Sherman
law,

Mr. COVINGTON. Baut, if the gentleman please, the Sher-
man law contains nothing except the statement that those acts
constituting restraint of trade or monopoly shall be restrained
and the perpetrators punished, but it leaves the character of
the illegal acts to the definition of the courts. We are seeking
here not to enter into any unknown or speculative realm of the
law but to deal. as we ought to deal, with those practices of
unfair trade in their incipient stages which if left untrammeled
and uncontrolled become the acts which constitute in their eunl-
mination restraint of trade and monopoly and the groundwork
of the trusts which have menaced us industrially. [Applause.]

Mr. Speaker, I wish the gentleman from Minnesota [Mr.
STeEVENS] and the gentleman from Illinois [Mr. Maxx] to have
some time in which to discuss this measure, and therefore 1
shall have to ask to be allowed to proceed without further in-
terruption.

Now, Mr. Speaker, whatever we may think of the English
colonial governments, they are controlled by very able men and
their statutes are usually fine specimens of legal draftsmanship.
The Australian act for the preservation of industries and the
repression of monopolies, originally passed in 1908, provides:

Any person who, either as principal or as agent, makes or enters
into any contract, or is or continues to be a member of or engages in any
combipnation in relation to trade or commerce with other countries or
among the States—(a) in restraint of or with Intent to restrain trade
or commerce; or (b) to the destruction or injury of or with intent to
destroy or injure by means of unfair competition any Australlan indus-
try. the preservation of which Is advantageous to the Commonwealth,
having due regard to the interests of producers, workers, and consumers,
i® guilty of an offense.

Farther on it says:

For the purposes of section 4—

And what I have read is from section 4—
and section 10 of this act, unfair competition means competition which
is unfair in the ecircumstances,

And the validity of this aet was specifically upheld by the
Privy Council in 1913 in the case of Attorney General v, The
Adelaide Steamship Co. (Ltd.) (Privy Couneil, 1913, App.
Cases, 781). ;

The idea that * unfair competition” is a term so vague as to
be meaningless was, In fact, soon abandoned by those in the
Senate who originally held to that view.

But the opponents of remedial legislation of this sort were
most persistent, and it then began to be asserted that unfair
competition has a very definite meaning in the law, and one
distinguishea Senator made an extensive speech to show that

there was a very clear line of cases defining the practices whick
are known as “unfair competition.” The argument was ad-
vaneced that the expression is a clear. definite, legal expression,
but that its scope by the courts is limited to trade-mark cases,
or those in which, without reference to the existence or non-
existence of a trade-mark, the * palming off ™ of goods was the
particular offense,

I have not now the time to go into a very careful analysis of
trade-mark or “ palming-off " cases. However, one of the most
important of them is the Coca Cola Co. v. Gay-Ola Co. (200
Fed. Rep., 720). It was there held that the manufacture and
sale of an article in close imitation of the defendant’s product,
with the evident purpose of deceiving consumers, constituted
unfair competition and should be enjoined. There is not a sng-
gestion in the case that unfair competition is confined to the
kind of practice described in the complaint,

It is a faet that in both trade-mark suits and in those where
the complaint is that the defendant is palming off his goods for
those of the complainant it has come to be the practice to apply
the term “ unfair competition” to cases which equity will en-
join, but there is absolutely nothing in the cases to show that
the term is applied exclusively to such cases. They are merely
two kinds of unfair competition.

Upon this subject I want to call the attention of the House
to the statement of Senator HorLris, of New Hampshire, in his
very able speech elucidating the subject of unfair competition,
in the Senate on July 15 last:

I have carefully examined many of the cases cited by the Senator to
establish the point that the term * unfair competition ™ is confined in
law exclusively to the practice of substituting one kind of goods for
another. None ef these cases supports the Senator's proposition. All
of them, it is true, are cases in which the complalnant sought to pre-
vent the defendant from * palming off " his own goods In place of the
complainant’s It was held in each ease that such practices do legally
constitute * unfair competition,” but no case holds that * unfalr com-
petition ™ is limited to this class of trade deception. Any such declara-
tion would be at best obiter dictum, for that point could not, from the
nature of the case, be involved in the decision of the suit. It was for
the court to decide in each instance whether the particular case came
witnin the law agalnst unfalr competition, not whether some other case
lay outside it.

Mr. Speaker, much as it may seem a novel proposition of law
to those who have not investigated the subject, the term * unfair
competition” or * unfair methods of competition" has a suf-
ficiently definite meaning in law to be enforced when constitut-
ing the prohibition of a statute. And while most of the earlier
cases related to the infringement of trade-marks, the term
may be said now to embrace those unjust, dishonest, and in-
equitable practices by which one seeks to destroy or injure the
business of a competitor.

In discussing the growth of the law of “ unfair competition "
the Encyclopedia of Law, volume 28, page 828, says:

The law of unfalr competition, Including trade-marks and trade

names, is of comparatively recent origin. The early cases fully recog-
nized this doectrine, but as unfair competition by means of the imitation
or infringement of trade-marks covered by far the most nomerous class
of cases presented, the courts fell into the practice of deciding all cases
upen the doctrines of trade-mark law, and to a greater or less extent lost
sight of the broader principles of unfair competition. * * * This
law of trade-marks became specialized, and the law of unfair competi-
tion remained in abeyance, or, if recognized at all, was not recognized to
Its full extent or under that name, relief when afforded being * upon
rinciples analogous to trade-marks.” * * * The law of trade-marks,
owever, has been too thoroughly specialized and crystallized b
“t"?ﬂ““‘i decisions to become wholly merged in the law of unfa
petition.

Nims on Unfair Business Competition, page 1, is as follows:

In the digests one usually finds unfair-competitlon cases uunder the
general head of trade-marks. This s misleading, for the law of trade-
marks does not include unfair competition, but, rather, the law that
governs trade-marks and infringements of them is but a part of the law
regulating unfair and dishonest competition and trade.

This misconception of the true meaning and sco?e of the doetrine of
unfair competition may cause some to take issue with the writer on the
correctness of including in a2 bock bearing the title of Unfair Compe-
tition scme of the classes of cases here Included. It is believed, how-
ever, that the bar will be ealled opon more and more frequently to pro-
tect traders whose business is threatened with injury or destruction
from many sorts of dishonest or unfair competition besides those arisin
out of trade-marks and trade names, Referring to the development o
unfair-competition law, W. K. Townsend says: * Not yet fully adopted
by all the courts, still to be developed In its a[l)plicatlon to particular
cﬂ'cumstances and conditions, this broad principle of business integrity
and common justice is the product and the triumph of the development
of the law of trade-marks in the Iast half century and the bulwark
which makes possible and protects the world-wide business reputations
common and growing more common in this new country.”

Unfair competition is not confined to acts directed agzainst the owners
of trade-marks or trade names, but exists wherever unfair means are
used In trade rivalry. Equty looks not at what business the parties
before the court are engaged in, but at the honesty or dishonesty of
their acts. It is unfalr to pass off one's goods as those of another per-
son ; it Is unfair to Imitate a rival's trade name or label ; but he who
seeks to win trade by fair means or foul {s not limited to these metiods,
He may copy and imitate the actual goods made or sold by a competitor;
he may libel or slander these goods, make fraudulent use of a famlily
name, of trade secrets, of corPorxltc names, of signs, of threats of as-
tion; he may construct buildings which are reproductions of pecullar

stat-
com-
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Dulldium of & rivaL e e vl trade. aud 1n s Bundeed
other unfalr ways secure another's trade. All acts done in business
competition are either fair or fraudulent, equitable or Inequitahle,
whether they relate to marks or mot: and it is believed that the ques-
tion of trade-marks will soon be lost sight of in discnssing anfair com-

tition, in the problem of securinz, throuch the principles of equity,
gll protecticn Lo every merchant agalnst unfalr business methods.

And farther on in his work the same author (Nims on Unfair
Business Competition. p. 385) says:

There are many ways other than by interference with contract, of
harassing, imterfering with, and obstructing a competitor in such a
manner as to amount to unfair competition in the broadest sense of
the term.

In support of that proposition cases are cited as follows:

In Sperry Hutchinson Co. v. Louis Weber Co. (161 Fed. Rep..
219) the complainant was held entitled to an injonetion to
prevent defendant from interfering with its business of issuing
trading stamps by inducing the violation of contracts with it.

In Evenson . Spaulding (150 Fed. Rep., 517) Spaulding
manufactured buggies and wagons in Jowa and sold them,
through itinerant salesmen, to farmers and others in the Stute
of Washington. An association of hardware dealers in the
State of Washington employed agents to follow Spaulding’s
galesmen, to interrupt their conversations with farmers and
dissuade the Intter by false statements and otherwise from
buying Spaulding's goods, and in various ways to Intimidate
and interfere with the salesmen. This was held an unwar-
ranted attempt to destroy complainant's business and an injunc-
tion was granted.

In Standard Oil Co. ». Doyle (118 Ky., 662) an injunction
was isssned ngainst the Standard Oil Co. under these eircum-
stances: Its agents attempted to ruin the business of Duyle
by making false representations to his customers and by threats
and intimidations. It also harassed his employees by following
and interfering with them and offering his customers oil at
a lower rate or for nothing.

In Commercial Acetylene Co. v. Avery Portable Lighting Co.
(152 Fed. Rep.. 642) the bringing of a multiplicity of suits,
started not In good faith, but for the purpose of deterring the
public from purchasing from a rival and of roining his trade,
was enjoined.

In the case of the Standard Oil Co. v. United States (221
U. S.) the Supreme Court used this langnage:

Without attempting to follow the elaborate averments on these sub-
jects spread over 57 pages of the printed record, it suffices to say that
such averments may ¥rnpu'ly be grouped under the following heads:
# * ¢ apfair practices against com

falr methods of competition, such as
where necessary to suppress competition,

In United States v. Patterson (205 Fed. Rep., 202) there was

an indictment of officers of the National Cash Register Co. for |
violation of the Sherman Antitrust Act. The indictment set |

out 11 methods of unfair competition. The defendants claimed
that the alleged unlawful acts were committed against in-
fringers of patents owned by the National Cash Register Co..
and were therefore lawful. The court denied this clain, hold-
ing that a patentee for the prutection of his rights ander the
patent 1s limited to the pursuit of his legal remedies in the
Federal courts. The court. Hollister, J., said, at page 300:
The doctrine asserted In this case for the first time, that the rights
of the patentee are of such character that those ting under them

may agree, in order to protect them, to engage In Aacts of unlawful
competition such as are charted in this case. and even to burn their

; . , In-
competitor's factory or destmy.thg c:)mgelln.g—ns they belleve, In | to settle the everyday guarrels of competitors, free from detri-

fringing—machines by violence am unable to agree with,
Aside from that one instance, however, there has been no evidence
tending to show actual violence to a competitor's cash register in the
ion of ene of its customers.
For defendants further, with that one exception, than the acts of
anfair com{peti on the evidence for the Government to prove,
But the principle is the same, whether the acts of unfair mmg«iuon
were acts of violence upon competitor's cash registers ves or
acts falling short ef actual violeace.

In United States v. American Tobacco Co. (221 U. 8., 106).
in the argument for the United States, the Attorney -General
{Wickersham) and Mr. James C. McReynolds, we find, at
page 122:

Moreover, if important, the evidence clearly establishes that the de-
fcndanis' actions have been characterized by duress and unfalr and
oppressive methods.

In the same case in the lower court, United States v. Ameri-
can Tobacco Co. (164 Fed. Rep., 702), : 1 opinion of Lacombe, J.:

There Is an nbsence of persuasive evidence that by unfalr competition
or improper practices independent dealers have been dra ned into

vlngd 111; their individnal enterprises and selling out to the principal
endant.

In the very recent case of the United States against Inter-
national Harvester Co., in the United States district court for

ing pipe llpes; * * * un-|
ocal price-cutting at the points

| or competitor. * *

| monopoly or in the resnlation of competition.

Therefore the argument of counsel

Minnesota, decided August 2 1ast, and to which I bave already
referred, Judge Walter 1. Smith said:

While the evidence shows some instances of attempted o

sion o
the American trade e

the International apnd the American companies,
such cnxzes are sporadic, and In veneral their treatment of thelr smaller
competitors has been fair and just, and if the International and Ameri-
can compapies were not In themselves unlawful, there is nothing In
the history of the expanding of the lines of manufacture, so as to
make an all-the-year-around business, that could be condemned.

Judge Hook, concurring, said:

In the main the business conduct of the company toward its com-
petitor has been honorable, clean, and falr,

Judge Sanborn, dissenting, said:

The evidence in this sult seems to me to
antitruet law. No cnse has been found in the books, and none has
come under m{ observation, In whizh the absence of all
against which that law was directed at the time the suit was brought
and for seven years Lefore was so conclusively proved as In this sni
the absence of unfalr or oppressive treatment of competitors, of nnjn
or oppressive methods of competition, the ahsence of the drawing of
an undue share of the husiness away from competitors and to the de-
fendants, the absence of the raising of prices of the artirles afected to
their consumers, the absence of the limiting of the product. the ab-
sence of the deteriorstion of the guality. the absene of the decrease of
the wages of the laborers nnd of the prices of materials=—the absence,
in short, of all the elements of undue injury te the puhbllc and undne
restraint of trade, tozether with the presence of free competition which
increaséd the share of the competitors In the Interstate trade and de-
creased the share of the defendants,

But, Mr. Speaker, it is a recognized fact that there may be
many controversies between cowmpetitors over the fairness or
unfairness of methods of competition with which the publie ean
have no concern. The trade practice or act may not even in-
directly be to the detriment of the public. In snch eases com-
petitors properly ought to be left to their ordinary legal reme-
dies throngh the courts. And this was the thonght of those
Senators who mest earefully considered this bill in the Senate.
Senator CumMins, of lowa, sald:

We have chosen to report a rnle for the trade commission in the
laneunage which has been suzgested. namely, * unfair competition.” It
i that competition which is resorted to for the purpose of destroying
eompetition, of ellminatineg a mmpet'l‘ror. and of Introduecing monopaly.
That i{s the * unfair competition " lu itz broad sepse which this bill
endeavors to prevent. * * * The unfairpess mnst be tinctured
with unfairness to the ?ubllc. pot merely with unfairpess ta the rival

We are not simply trying to protect one
man agaipst another: we are trying to protect the people of the
TUnited States. and of covrse there must be in the imposture or In the
viclons practice or method something that has a tendency to affect the
B:mie of the conntry or be Injnrions to thelr welfare, (CONGRESSIONAL

corp, June 25, 1914, pp. 121560-12151.)

And Senator Horus, of New Hampshire. later on said:

One of the great Issues In the last presidential campalgn was whether
the solution of the trust problem was to be found in the rezulation of
The Democratic Party
declnred itsclf for the aholition of monopoly and the regulation of com-
petition. The rezulation of competition means the prevention of com-

tition that destroys for the purpose of gnining monopoly, and so is

armful to the publle—the prevention. in short. of unfair competition,
The Sherman Act is adeguate for the abolition of monopoly: It Is, how-
ever, but imperfectly adequate for the rewnlation of competition. The
resent Congress is charved with the duty of mm':lm the defect in
e law. (CoxerEssioNalL REcomp, July 15 p. 13224

As the bill passed the Senate there was not. however. any
limitation in section 5, relating te unfair competition, directing
the trade commission to deal with cases only where a publie
interest is involved, so the conferees agreed to insert a provi-
sion that the commission shall act—

ff it shall appear to the commission that a proceeding by it In respect
thereof would be to the Interest of the publie.

That prevents the commission from becoming a clearing house

resent a mew case under the

ment to the publie, which sbould be adjusted through the ordi-
nary processes of the conrts

Some of the few extreme opponents of section 5 have, how-
ever, declared that it is nnconstitutional, because it involves a
delegntion of legislative power to the Federal trade commission.
Huppily there are mot many persons left who advance that
view; but in order to clear up the peint once for all I give to
the House a few decisions which I think absolutely settle that
question.

In Butterfield v. Stranahan (192 U. 8, 470) the act of Con-
gress was directed againsi the importers of inferior tea. The
langnage of the act was that it should be unlawful—
to Import or bring into the United States any merchandize” as tea
which is inferior in purity. quality, and fitness for consumption to the
standards provided In section 3 of this act, and the importation of all
such merchandise is hereby prohibited.

Section 2 provides for the appointment by the Secretary of
the Treasury, immediately after the passage of the act nidd on
or before February 15 of each subsequent year, of the board of
tea experts, *who shall prepare and submit to him standard
samples of tea " which were not inferior in purity. The validity
of the law was chullenged on the ground that it was an undue

the evils
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delegation of legislative power, and that it was so vague that
it did not fix rational and enforceable limits. and therefore was
not such a statute as a court could enforce. Chief Justice
White, in rendering the opinion in that case, said:

The claim that the statute commits to the arbitrary discretion of the
Secretary of the Treasury the determination of what teas may be im-
ﬁrt&d. and therefore, in effect, vests that official with legislative power,

without merit. We are of o‘)iuion that the statute, when properiy
construed, as said by the Circuit Court of Appeals, but expresses the

urpose to exclude the lowest grades of tea, whether demonstrably of
nferlor purity or unfit for consumﬂptiun or l:]a]rcsumably 80 because
of their inferfor quality.  This, in effect, was the fixing of a primary
standard, and devolved npon the Secretary of the Treasury the mere
executive duty to effectuate the legislative policy declared in the
statute. The case is within the principle of Field v, Clark (143 U. 8,
049), where it was decided that the third section of the tariff act of
October 1, 1800, was not repugnant to the Constitution as conferring
legislative and treaty-making power on the President. because it au-
thorized him to suspend the provisions of the act relating to the free
Introduction of sugar, molasses, coffee, tea, and hides. e may say
of the legislation in this case. as was said of the legislation considered
in Field v. Clark, that it does not, in any real sense, invest administra-
tive officials with the power of legislation. Congress legislated on the
subject as far ns was reasonably practicable, and from the necessitics
of the case was compelled to leave to executive officinls the duty of
bringing about the result pointed out by the statute. To deny the
ﬁnwer of Congress to delegate such a duty would, in effect, amount
ut to declaring that the plennr& power vested in Congress to regulate
foreign commerce could not be efficaciously exerted.

In Union Bridge Co. v. United States (204 U. 8., 365), section
18 of the river and harbor act of March 3, 1809, provides that
whenever the Secretary of War shall have reason to believe
thot any bridge over any navigable waterway of the United
States is an unreasonable obstruction to the free navigation of
such waters, it shall be his duty, after hearing, to order altera-
tion of the bridge so as to render navigation unobstructed,
specifying changes to be made, and prescribing reasonable
time in which to make them. Williul failure to obey the order
is made a eriminal misdemeanor.

This statute does not delegate legislative power.
page 385:

It would seem too clear to admit of serlous doubt that the statute
under which the Beeretary of War proceeded is in entire harmony with
the principles announcedl in former cases. In no substantial, jost sense
does it confer upon that officer as head of an executive department
powers strictly legislative or judicial In their nature, or which must be
exclusively exercised by Congress or by the courts, * * * Asg sP—
propriate to the object to be accomplished, as a means to an end within
the power of the National Government, Congress, in execution of a de-
clared policy, committed to the Secretary of War the duty of ascertain-
Ing all the facts essential in any Inquiry whether particular bridges

over the waterways of the United States were unreasonably obstructions
to free navigation.

Harlan, J.,

Congress could have determined the fact itself, but this was
impracticable because Congress has so much else to do. The
court further said:

By the statute in question Congress declared in effect that naviga-
tion should be freed from unreasonable obstructions arising from hridges
of Insufficient heizght, width of span, or other defects. It stopped, how-
ever, with this declaration of a general rule and Imposéd upon the
Seeremr{l of War the duty of ascertaining what particular cascs came
within the rule preseribed by Congress, as well as the duty of enforeing
the rule in such cases. In performing that duty the SBecretary of War
will only execute the clearly expressed will of Congress, and will not,
in any true sense, exert legislative or judicial power.

In United States v. Grimand (220 U. 8., 506) the acts relat-
ing to forest reservations show that they were intended “to
improve and protect the forest and to secure favorable condi-
tions of water flows.” It was declared that the nets should not
be *construed to prohibit the egress and ingress of -actual
settlers ” residing therein nor *“to prohibit any person from
entering the reservation for all proper and lawful purposes,
provided that such persons comply with the rules and regula-
tions covering such forest reservation.” It was also declared
that the Secretary of Agriculture “may make such rules and
regulations and establish sueh service as will insure the objects
of such reservation, namely, to regulate their occupancy and
use and to preserve the forests thereon from destruction; and
any violation of the provisions of this act or such rules and
regulations shall be punished,” as provided in Senate bill 538S.
(Ch. 3, p. 1044, Rev. Stats.. as amended.)

This case arose on indictment . for grazing sheep on reserva-
tion without having obtained permission required by the regu-
lations adopted by the Secretary of Agriculture. Demurrer was
sustained, and Government sued out writ of error to Supreme
Court. Defendants in error argued (1) that the law was un-
constitutional, because it did not sufficiently define or define at
all what acts done or omitted to be done within the supposed
purview of tHe said act should constitute an offense or offenses
against the United States; (2) the law is unconstitutional, as
it is not within the power of Congress to delegate to the Secre-
tary of Agriculture authority or power to determine what acts
‘shall be criminal; and the aet in question is a delegation of
legisiative power to an executive officer to define and establish

what shall constitute the essential elements of a crime against
the United States.

The Supreme Court reversed the judgment of the court below
(Lamar, 5835) : "

Under these acts, therefore, any use of the reservation for grazing or
other lawful purpose was required to be subjéct to the rules and regu-
Iations established by the Secretary of Agrlculture. To pasture sheep
and cattle on the reservation at will and without restraint might inter-
fere serlously with the accomplishment of the purposes for which they
were established. But a limited and regu!ated use for pasturage might
not be inconsistent with the object sought to be attained by the statute.
The determination of such guestions, however, was a matter of adminis-
trative detail. What might be harmless in one forest might be harmful
to another. YWhat might be injurious at one stage of timbér growth, or
at one season of the year, might not be 8o at another, In the nature of
things it was impracticable for Congress to provide general regulations
for these various and varying detalls of management. Each reservation
had its peculiar and special features; and In authorizing the Secretary
of Agriculture to meet these local conditions Congress was merely con-
ferring admlalstrative functions upon an agent, and not delegating to
him legislative power.

Page 517:

From the beginning of the Government various acts have been
Fassed conferring upon executive officers power to make rules and regu-
ations; not for the government of their departments, but for adminis-
tering the laws which did govern. None of these statutes could confer
Ieflslﬁt[ve power., DBuot when Congress had legislated and indieated its
will, it could give to those who were to act under such general provi-
sions * power to fill ufl the details"” by the establishment of adminis-
trative rules and regulations the violation of which could be punished
by fine or imprisonment fixed by Congress, or by penalties fixed by Con-
gress, or measured by the i{njury done.

Thus it 1s unlawful te charge unreasonable rates or to discriminate
between shippers; and the Interstate Commerce Commisgion has been
given authority to make reasonable rates and to adminigter the law
against discrimination. (Int. Com, Comn. v, I. C. R. K., 215 U. 8,
452; Int. Com. Comn, v. C. 1. L, etc. R. R, 218 U. 8., 88.) Con-
gress provides that after a given date only cars with drawbars of
uniform height should be used in Interstate commerce, and then con-
stitutionally left to the commission the administrative duty of ﬁxl¥
a uniform standard., (St. L. & 1. M. R, R, v. Taylor, 210 U, 8., 281,
Union Bridge Co. v. U. 8, 204 T. 8., 364; in re Kollock,
. B., 526; Buttfield ». Strapnahan, 192 U. 8., 470.)

287; In
166 U It n[)-
peared from the statutes involved that Congress had elther expressly

“or by necessary implication made it unlawful, if not criminal, to

obstruet navigable streams, to sell unbranded oleomargarine, or to
import unwholesome teas. With this unlawfulness as a predicate, the
executive officers were anthorized to make rules and regulations appro-
priate to the several matters covered by the various acts. A violation
of these rules was then made an offense punishable as (Frescrihed by
Congress. But In making these regulations the officers did not legis-
late. They did not go outside of the circle of that which the act
itself had aflirmatively reguired to be done or treated as unlawful if
done, Bul, confining themselves within the fleld covered by the statute,
they could adopt regulations of the nature tth had thus been generally
anthorized to make in order to administer the law and earry the statute
into effect.

Mr. Speaker, the rule of law which the trade commission will
administer is the rule declaring unfair competition to be un-
lnwful. In enacting that rule Congress will clearly indicate
the result it desires to bring about; and in enforcing the rule
so as to bring about the result pointed out by the statute, the
commission will exercise administrative and not legislative
power.

With the proposition settled of dealing with unfair competi-
tion detrimental to the public and potential for restraint of
trade or monopoly, by a prohibition such as this act contains,
there was raised a very live question among the conferees.
The original bill as reported to the Senate provided arbitrarily
for the issue of the order of the commission against a corpora-
tion alleged to be using unfair competition and left to the courts
the determination of the extent of their right of review.

This was so indefinite and uncertain that in the Senate vari-
ous propositions were offered as amendments, setting out how
the commission should conduct its hearings, how the orders of
the commission should be enforced in the courts, and to what
extent the questions involved in orders should be reviewed or
retried by the courts. The discussion reverted to the old con-
troversy between a “broad review " and a *narrow review,’
which was such a live issue at the time of the passage of the
Hepburn Act amending the act to regulate commerce, in 1906,
and finally the procednre analogous to that relating to the re-
view of the orders of the Interstate Commerce Commission was
adopted on the final vote in the Senate,

Assuming that such a review as is provided by the Hepburn
Act is desirable, which I personally do not believe, nevertheless
a careful analysis of the powers to be exercised by the trade
commission shows that there is a very grave question whether a
restricted review of orders, similar to that under the Hepburn
Act, would not involyve an unconstitutional delegation of judicial
power. If this is true, it would be wiser, in the case of the Fed-
eral trade commission, not to follow the Hepburn Aet, but in
other ways to limit the power of the courts to review the orders
of the commission just as much, but no more, than the Constitu-
tion certainly permits, There is a fundamental difference be-
tween the nature of the power exercised by the Interstate Com-
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merce Commission in issuing orders under the Hepburn Act and
the nature of the power which will be exercised by the Federal
trade commission in issuing orders with regard to unfair com-
tition.

DeThe Hepburn Act empowers the Interstate Commerce Commis-
gion to preseribe the rates to be charged in future. That power
is legislative in its nature. Courts can not interfere with the
constitutional exercise of legislative power. That is the ground
upon which the limitation of the power of the courts to review
orders of the Interstate Commerce Commission issued under the
Hepburn Act has been sustnined. (Prentis v». Atlantic Coast
Line, 211 U. 8., 210; Interstate Commerce Commission ». Illi-
nois Central R. RR., 215 U, 8., 452; Philadelpbia, ete., Rty. Co. v.
1. C. C.. 174 Fed. Rep.. 687, 638; Southern Pac. Co. v. L. C. C,,
177 Fed. Rep., 963, DGL.)

The Federual trade commission will have no power to prescribe
the methods of competitien to be used in future. In issuing
its orders it will not be exercising power of a legislative nature.
The basis, therefore, npon which the validity of the “ narrow™
court review provided by the Hepburn Act rests will be lacking.

The function of the Federal trade commission will be to deter-
mine whether an existing method of competition is unfair, and,
if it finds it to be unfair. to order the discontinuance of its nse.
In doing this it will exercise power of a judicial nature. Under
the Constitution power to act finally in a judicial eapaeity can
be eonferred only upon a court. (Kilbourn ¢. Thompson, 103
U. 8, 168)

For the reason stated, there is no analogy between the power
of the Interstate Commerce Commission uncer the Hepburn Act
and the power of the Federal trade commission in regard to
unfair competition, There is, however, a perfect anulogy be-
tween the former power of the Interstate Commerce Commission
under the Cullom Act and the power of the Federal trade com-
mission. Under the Cullom Act the Interstate Commerce Com-
mission had the power only to determine whether an existing
rate was unreasonable, and, if it so found, to-order the rail-
road to cense and desist from charging that rate. The Federal
trade commission will have precisely similar power in regard
to an existing method of competition. It is instructive, there-
fore, to examine the decisions in enses arising under the Cuollom

 Act, bearing in mind that the orders of the commission under
that act were not final, but were subject to review by the courts.

In the Maximum Rate case (I, C. C. v. Cincinnnti, ete., I R.
Co., 167 U. 8., 477), which arose under the Cullom Act, the
court, by Mr. Justice Brewer, at pnge 409, said:

It is one thing to Inguire whether the rates which have been charged
and collected are reasonable—that is a judieial act; but an entirely

different thing to prescribe rates which shall be charged in the future—
that is a legislative act.

And at page 501:

The wer given is the power to execute and enforce, mot to legls-
late., The power given is partly judicial, partly executive and adminis-
trative, but not legislative, ;

In Western Union Telegraph Co. ». Myait (99 Fed: Rep.,
835) Judge Hook said, puge 342:

The legislative prerogative is the power to make the law ; to preseribe
the reguiation or rule of action. he jurisdiction of the courts is to
construe and apply the rule or regulation after it is made. The two
functions are esseutially and vitally different.

And again, at page 352:

Its [the legislature's] acts, rospective in
their operation, while the jur hpsed upon past
or existing conditions.

In an early case (Kentucky & I. Bridge Co. v. Louisville
& Nashville Rallroad Co., 37 Fed. Rep., 567) decided by Judge
Juckson, afterwards a justice of the Suprewe Court, a railroad
comipany contended that the Cullom Act wus unconstitutional
because it delegated judicial power to the commission, which
was not o conrt. ‘Tbe court decided that the conteution was un-
founded becuuse the orders of the commission were not tinal or
binding, but conld Le enforced only by the courts and were sub-
ject to review by the courts. Judge Jackson said (pp. 612-
613) :

While the commission possesses and exerclses certain powers and
functions resembling those counferred upon and exercised Ly regular
courts, it is wanting in several essentlil constituents of a court, Its
activn or conclusion npon matters of complaint brought before It for
Investigation, and which the act designates as the ** recommendation.”
“ report,” * order,” or * requirement * of the board, Is neither final por
conclusive; nor Is the commission invested with any authority to en-
force its decision or award. Witkout revlewlnﬁ in detail the provislons
of the law we are clearly of the opinion that the commission is Invested
with only administrative powers of supervision and Investigation, which
fal) far short of making the board a court or its action judiclal, in the
proper sense of the term. The commission hears, Investizates, apd re-
ports upon complaints made before it involving alleged violations of or
omission of duty under the-aet; but subsequent judiclal proceedings are
contemplated and provided for, as the remedy for the enforcement
elther by itself or the parly interested, of its order or report In ali

are
exerc

enerally speakh:ig,

ction of courts

cases where the party complained of or agalnst whom its decision Is
rendered does not yield voluntary obedience thereto,

Judge Jackson further said:

The functions of the commission are those of referees or special com-
mizsioners appointed to make preliminary investigation of and report
upon matters fur sobsequent ﬁ:dlc!al examination and determination,
In respect to interstate-commerce matters covered by the law, the com-
mission may be cegarded as the geperal referee of each and every cir.
cuit conrt of the United States upon which the jurisdiction is conferred
gr et:;rurﬂtn; the rights, duties, and obligations recognized and imposed

y the act.

Manifestly if the Cullom Aet had attempted to give to the
orders of the Interstute Commerce Connulssion the binding force
which the Hepburn Act gives them, the court would have bheld
that this invelved an unconstitutional delegation of judicial
power.

The following guotation is taken from an article by Charles
A. Prouty, formerly a member of the Interstate Commerce Com-
mission. entitled “ Court review of the orders of the Interstute
Commerce Commission™ (18 Yale Law Journal, 247, at p. 300) :

The wide difference between the funetion of the commission under
the present act and its functions under the original statute must be
clearly apprehended. Before the last amendment It was entirely an
administrative or quasl-judicial body, It was required to find certain
facts and to draw its concluslons from those facts, Its facts and con-
clusions were by the terms of the act itself made subject to the ap-

roval of the courts. As was said by one ecircuit court, speaking
hrough a judge afterwards a member of the Supreme Bench, the com-
mission was in essence a master In chancery to the court, and while
the court would give to its findings and conclusions the respect due
tu those of an expert body, they were still always subject to review by
the court litself, he domain the commission and the domain of the
courts were the same.

To-day In the fixing of a foture rate this is entirely otherwise. The
commission acfs not 1o the present, but in the future, It Is not an arm
of the court, but of the legisluture.

In Printis ». Atlantic Coast Line (211 U. 8.. 210) the Snpreme
Court analyzes the difference between judicial and legislutive
power and clearly indicates the test by which they are to be
distinguished. In that case it appeared that the railroad com-
mission of the State of Virginia had prescribed certain railroud
rutes to be charged in the future. The railroads sued in a
Federal court to set aside the order of the commission. The
defense of the commission waus that it had acted as a court, and
that onder section 720 of the Revised Statutes a Federal court
has no right to interfere with the action of a State court. The
Supreme Court, however, held that the commission in fixing a
rate for the future did not act as a court, but exercised legis-
lntirggpower. The court, by Mr. Justice Holmes, said, pages 225
and 227

But we think it equally plain that the proceedings drawn in question
here are legislntive in their nature, and none the less so that rlmf have
taken place with a body which at another moment, or in its principal
or dominant nspect, I8 a court such as is meant by 720. A judicial
inquiry Investigates, declares, and enforces Habilities as they stand on

resent or past facts and under laws supposed already to exist, That

its pur and end. Legislation, on the other hand, looks to the
future and changes existing conditions by making a new rule to be ap-
pliea thercafter to all or some part of those nuhrr-ct to its power. The
estublishment of a rate i3 the making of a rule for the luture, and
therefore is an act legislative, not judicial, in kind, as seems to be fully
recognized by the supreme court of appeals (Commonwealth v. Atlantic
Const Line Ry. Co.. 106 Va., 61, 64). and especially by iis learned
president in his pointed remarks In Winchester and Strasburg R. R.
Co. nnd others v. Commoowenlth (108 Va., 264, 281). See, furiher,
Interstate Commerce Commission ¢, Cineinpati, New Orleans & Texag
Paciic Ry. Co. (167 U. 8., 479, 499. 500, 505); San Diego Land &
Town Co. r. Jasper (189 U. 8., 4349, 440),

I'roceedings legislative in nature are not proceedings In a court
within the mweaning of Revised Statutes, section 720, no matter what
may be the general or dominunt character of the bmdy In whieh they
may fake place t(Southern R{x Co. v. Greensboro Ice & Coal Co., 134
Fed. Rep., 82, 4, affirmed sub. pom. ; MeNeill r. SBouthern Hy. Uo., 202
U. 8., 543.) That guestion Jdepinds not upon the character of the body,
but upon the character of the proceedings. (Ex parte Virginla, 100
U. 8., #:39, 348.) They are pot n suit in which n writ of error wounld
lle under Hevised Statufes, scctlon 709, and act of February 18, 15875,
(Chap. 80, 18 Stat,, 318.) (See Upshur L'oumi; v. Rici, 135 U. 8,
467 ;" Wallace v. Adams, 204 U. 8., 415, 423.) The decision upon them
cun not be res jwmlients when a sult is brought. (¥ee Regan o,
Farmers Loan & Trust Co, 14 U 462.) And it does nol matter
what Inguiries may bave been made as a prelimivary to tie legislative
act. Most legislutlon I8 preceded by hearings and investizations. Dut
the effect of the inguiry and of the decision upon it is determined b
the nature of the act to which the logulry and decision lead up,
Judge sitting with a jury I not compefent to decide issues of fact: but
matters of fact that are merely premizes to a rule of lnw he may decide,
He may find out for himself, in whatever way scems best, whether a
suppused statute ever really was passed. In Pickering e, Larkley
(Style, 132) merchants were hsked by the court to state their under-
standing as an aid to the decision of a demurrer. The nature of the
finnl aet determines the nature of the previous inquiry. As the judge
is bound to declare the law be must know or discover the [acfs t at
establish the law. So when the final act Is legislative the decision
whieh induces it ean not be judicinl in the practieal sense, althiough
the questions considered might be the same that wotild arise In the

trinl of a ease. If a State constitution should provide for a hearing

before any Inw should be passil, and should declare that it should be a
judicial proeeeding in rem anidl the deelsion binding upon all the world,
it Is hardly to be supposed that the simple device could make the con-
stitutionality of the law res judienta, If it subsequentl
drawn In guestlon before a court of the United States.
we have said would be equally true If an appeal bad

should be
nd all that
been taken to
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the Supreme Court of Appeals and it had confirmed the rate. Its
action in so doing would not bave been fudicial, although the questions
debated by it might have been the same that mizht come before It as a
court, and would have been discussed and g:md upon by it in_ the
same way that It would deal with them if they arose afterwards in a
ease properly so called.

Tn Baer Bros. v. Denver & Rio Grande Railroad (233 U. 8,
479) the court, by Mr. Justice Lamar, said, at page 486:

But awarding reparation for the past and fixing rates for the future
involve the determiuation of matters essentially different, = = *
One is made by the commission in Its quasi judicial eapacity to measure
sast injuries sustained by a private sbipper, the other in its quasi
leglslatiw capacity to prevent Puture injury to the publie.

It is to be remembered that the orders of the commission
awarding reparation are not binding and final,

It is argued that the power of the Federal trade commission
to issue finnl orders mny be sustained vpon the anthority of
cases which have decided that Congress may delegate to an
administrative official power to determine some fact or state
of things upon which the enforcement of its enactment depends,
Thus, under the Chinese-exclusion act it was held that the im-
migration officials had power to decide finally the fuct that a
person seeking admission was not a eitizen of the United States.
(United States v. Ju Toy, 198 U. 8, 253.) Where, however, the
question of alienage or citizenship is dependent upon a matter
of law and not a determination purely of faet, the matter will
be reviewed by the courts. So in Gonzales v. Williams (192
U. 8, 1), the court overruled the determination of the immi-
gration officials and decided that a native of Porto Rico, who
was an inhabitant of that island at the time of its cession to
the United States, upon her arrival at a port in this conntry
was entitled not to be treated as an alien immigrant within
the meaning of the act of Congress of 1801.

It would seem clear that the determination of the question
whether a method of competition is unfair is not n determina-
tion purely of fact. but necessarily involves the determination
of a question of law. The Federal trade commission will, it is
irue, have to pass upon many complicated issues of fact, but the
ultimate question for decision will be whether the facts found
constitute a violation of the law against unfair competition.
In deciding that ultimate question the commission will exercise
power of a judicial nature. Its action will not be analogous to
the act of an executive officer in determining the faet that n
person is not a citizen of the United States (U. 8. v. Ju Toy,
supra), or that tea which is sought to be imported does not
measure up to the standard prescribed by Congress. (Buntt-
field ». Stranahan, 192 U, 8., 470.) It will be analogous, as
previously shown, to the action of the Interstate Commerce
Commission under the Cullom Act in determining whether an
existing rate is unreasonable and in some respects to the action
of the Commissioner of Patents in awarding priority of inven-
tion to an applicant and adjudging him to be entitled to a
patent. In Butterworth v. Hoe (112 U. 8, 50) the Supreme
Court held that the Commissioner of Patents acts in a quasi
judicial capaecity, and therefore his decision is not reviewable
by his superior executive officer, the Secretary of the Interior,
but only by a court. The court, by Mr. Justice Matthews, said,
at page 59:

The Investigation of every claim presented involves the adjudication
of disputed guesiions of fact, upon scientific or legal principles, and ls

-therefore essentlally judicial In its character and requires the intelli-
gent judgment of a trained body of skilled officials expert in the varl-
ous branches of sclence and art, learned in the history of invention,
and proceeding by fixed rules to systemalle couclusions.

United States ». Duell (172 U. 8., 576) is a decision to the
same cffect.

Mr. Speaker, I simply want to say in conclusion that the con-
ferees from both parties in this House and from both parties in
the Senate approached this great subject of the creation of a
Federal trade commission realizing that it was a subject fraught
with momentous consequence to the business and the people of
the country. They approached it in a spirit of broad-minded-
ness, in a spirit of complete absence of partisanship, with a
firm determination to place upon the statute book as beneficent
a piece of legislation as they could, to deal with the preservation
of those competitive conditions of industry and business in this
country which we all recognize as essential to our well-being.
The conferees believe they have produced such a piece of legis-
lation, and they submit this bill to you with the confident hope
that it will be promptly adopted. At the time the original bill
passed the House I made this statement:

If this commission shall be created, the clear vision, ripe experience
and abiding patriotism of the President can be depended upon to select
for its membership men of the character and capacity to make it in
its field as great a success as the Interstate Commerce Commission.

With a commission of big and broad-minded men, firm for the
enforcement of the law and wise in their judgment of business,

the way will be eleared for healthy competition in this country
for a long time to eome. [Applanse.]

Mr. RAYBURN. I yield such time to the gentleman from
Minnesota [Mr. STevENs] as he may desire. [Applause.]

Mr. STEVENS of Minnesota. I should like 10 minutes.

The SPEAKER. The gentleman from Minnesota is recog-
nized for 10 minutes.

Mr. STEVENS of Minnesota. Mr. Speaker, I am very glad to
join in this conference report, because I believe it is an act of
beneficent legislation which will be the commencement of very
great benefits to the commerce and to the people of this country.
As the gentleman from Maryland [Mr., CoviNeTox] has so well
stated, the members of the Committee on Interstate Commerce
and the members of the conference committee of both bodies
and of all parties have approached this subject from a non-
partisan standpoint and have sought only to produce a measure
which shall be of real service to the country. But I will beg
the indulgence of the House for a few moments in analyzing it
from a different standpoint than that of the gentleman from
Maryland. Briefly, before that, T wish to refer to a partisan
feature of this bill, and I do it for the benefit of those on the
Republican side of the House.

As the Members of the House know, some of us on the Re-
publican side—and I rather think, from the record of this Con-
gress, on the Demoeratic side also—do not altogether fall down
and worship party platforms. For my part, I have been very
glad to assist some of our Democratic brothers in violating, or
at least in not enforcing, some planks of their platform. For
the welfare of the country, I think it is a patriotic thing to do.
But at this time I wish to call the attention of the Members on
this side of the House to the Republiean platform on this sub-
ject, and then to this legislation, which exactly complies with
the declaration of the platform, because much of the criticism
of this measure has come from Republicans.

The Republican platform of the last Chieago convention con-
tains a plank which reads as follows—and I will read it ex-
actly as it is, in toto:

FEDERAL TRADE COMMISSION, -

In the enforcement and administration of Federal laws governing in-
terstate commerce and enterprises impressed with a public use engaged
21?;;?2;' there is much that may be committed t? a Federal trade com-

Exactly the title of this measure—

thus placing In the hands of an administrative board many of the fune-
tions now mecessarily exercised by the courts, This will promote
promptness In the administration of the laws and avoid delays and
technicalities incldent to court procedure.

That was the declaration of the last Republican national
platform.

This measure conforms exactly with that declaration of the
platform, so that Republicans, at least, can well afford to favor-
ably consider it. It is in terms, in scope, and in substance
exactly what the Republican national platform called for and
advoeated, and those Republicans who care to oppose this bill
should do so with a full knowledge of the pledge of their party
platform. There is nothing new as to any party violating
pledges or platforms. 8o I do not criticize any Members on
this side who believe such to be their duty. But I do wish to
emphasize that the basis for this legislation is good Republican
doctrine which we pledged to the people, and that in the
formulation and support of it we are only keeping the faith of
our party. I do not think it matters if it be also advocated by
a Democratic President and passed by a Democratic Congress.
Indeed, it is so much the better, because it is in this way an
indorsement of the wisdom, statesmanship, and patriotisin of
Republican leadership, and that we have confidence in the
good judgment of the people to discern who does the proper and
patriotic things for the general benefit of the country. The
P’resident, his admipistration, and the Demoecratic House and
Senate will receive and deserve commendation for this legisla-
tion, but in the main it will be because they had the good sense
to adopt our policies and declarations. I eall attention to this
partisan view, not because it affects the merits of the measure
or dictated the action of the Republican representatives on the
committee, but because the main criticism has come from Re-
publican sources.

SUBSTANCE OF BILL.

Now, I will outline briefly what we have done: In the first
place, it is implied in and through this measure and as a buasis
for it that whatever business in this country holds itself out to
the public as doing business for or with the publie, furnishing
facilities to or for the public or essentially affecting the public
interest or welfare, is impressed with the public use, and for
thit reason is included within its scope and is sabject to public
regulation. That is the necessary implication in and basis of
a measure of this kind. Then in the enforcement of the law this
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commission does perform some functions which are now per-
formed by the courts. I will state in another way what the
gentleman from Maryland [Mr. CoviNcroN] has so well and
accurately stated. In this measure there is not one single fune-

tion of public importance which is not now performed by some.

public authority, elther by the executive or the legislative or
by the judicial branches of our Government—not one single new
subject in it.

The only thing this bill does or attempts is to correlate the
different functions now performed by the different public
authorities into one organization and make it a practieal,
efficient, harmonious organization of our Federal Government
to work out a concededly beneficial porpese. A commission
of this broad scope must necessarily embrace within itself
funections or powers belonging to the three different depart-
ments of our Government—the executive, the legislative, and
the judiclal. That is the very purpose of its existence, else
the work could be done, as mow, by the separate bureaus or
courts or committees having public powers. It is because they
have not succeeded that this combination of functions is made.

BILL ANALYZED.

If the committee will bear with me, I will analyze briefly the
different functions of this organization as to the different gov-
ernmental branches. First, the executive. The commission will
have the power, as provided now in the Bureau of Corporations,
of gathering and compiling information and furnishing it to the
business interests of the country. That is a very valuable fune-
tion, and if well done and appreciated can be made very helpful,
especially if performed by a commission of ability, power, and
dignity, and if the proper machinery be afforded for the work.
It ean cooperate with the National Chamber of Commerce, which
would seem to have a great opportunity and, we hope, a greal
future, and together they can be extremely beneficial to the
business of the country.

Mr. COVINGTON. Will the gentleman permit an interrup-
tion?

Mr. STEVENS of Minnesota. Certainly.

Mr. COVINGTON. Isit not a fact that that very power was
suggested in various forms to members of the committee of

the House, to members of the committee of the Senate, and to jf

the conferees as one that ought to be exercised in the broadest
way in the interest of the business men themselves? Is not
that one of the things which they expressly desired should be
conferred on the commission?

Mr. STEVENS of Minnesota. Yes; and I am glad to have
the gentleman state so clearly what was desired. Then there
is the power to compel reports and give general publie informa-
tion, maybe of much valve to the country. Another function
which is given to the commission, which the business interests of
this country desired, is that an opportunity is afforded to honest
business interests desiring to come within the law and to
obey the law in the conduct of their affairs to find out what
ought to be done and how business should be legally and prop-
erly carried on. Some of the gentlemen who appeared before
the Committees on Interstate Commerce, both of the House
and the Senate—and, I presume, before the Judiciary Commit-
tees both of the House and the Senate—asked that power be
given to the commission to give them practically an immunity
in advance for business practices approved by the commission.

Mr, MADDEN. Will the gentleman yield?

Mr, STEVENS of Minnesota. If the gentleman will walit
until I have finished this statement. Your committee believed
that that should not be done, but that the business organizations
of this country should have every facility to be furnished with
the information, to be brought into proper eontact with the pub-
lic officials, that opportuni:y should be afforded them to have
consultation in a proper way, in a legal way, so that their busi-
ness might be conducted in accordance with the law. When
that is done in good faith, we have no doubt that it will practi-
cally operate as an immunity. Public officials are not faithless
and have no desire to harass honest men or business and injure
or destroy honest industries. The contrary is the case, and I
strongly believe this method of legal consultation and advice is
all the immunity needed for honest business concerns. Experi-
ence may show that more may be required. But it is a good
plan not to go too far or fast in such an important matter. We
Lave provided for that .mportant power in two different particn-
lars—first, in section G (e), granting to the Attorney General the
authority (o use the commission to nrrauge for readjustments of
business concerns, and, secondly, as to foreign trade in section
6 (n), where the same power is given with recommendations for
legislative or exceutive action, We think these powers are
broad and ean be very aelpful to our country’s interests in the
extension of our foreign commerce. We trust they will be exer-

cised at once, and if experience shows that there should be a
change or enlargement of powers as to this very important sub-
ject, Congress can then have the proper basis for its action.

Mr. MADDEN. I wanted to ask the gentleman whether the
bill gives the commission the power to define the limits within
which business can be conduncted?

Mr. STEVENS of Mircnesota. No; and yet, in a certain way,
business may be within such an indefinuble scope that that could
not be done, or in consultation with the Department of Justice
lines may be defined. It could be the same as to foreign com-
merce. If cooperation be necessary, the department here has
authority to use the commission to lay down the lines for such
wherever it should be necessary and not illegal.

Mr, MADDEN. I am speaking of a particular business.

Mr, STEVENS of Minnesota. Well, business changes as time
changes; but a general method of advice, information, and
assistance is provided which should be helpful. And when the
commission and the Attorney General agreed upon a certain line
of conduct, the concern which falls within it is in no great
rdanger of prosecution.

Mr. MADDEN. Suppose the gentleman himself is doing a
particular business and has some doubt as to the legality of the
methods employed. Is it within the power of this commission
to say what a legal method would be?

Mr, STEVENS of Minnesotn. Yes; a business concern can
do this: Its manager can go to the Attorney General and state:
“We are doing this kind of a business; we are anxious tv ob-
serve the law. and if we are doing anything wrong we want to
be notified.” The Attorney General can notify the commission,
and the commission could take the matter up with the man-
ager, ascertain conditions, necessities, and practices, and then
can indicate how the business should be readjusted—I think
that is the language of the bill—to conform to the law. The
Attorney General could follow such advice as he pleased, and
he probably would, if the comimission shall be of high ability,
character, and “experience. So that practically the busiuess
world will be advised as to how it should conduct its business
in a proper way. The same thing can be done in reference to
foreign business, only to a larger degree, as special provision
was made ag to that subject. We did not desire to grant spe-
cific immunity in advance; but as to all else this bill does pro-
vide exactly as was desired by the business men who appeared.
So the relief they desired is here provided——

Mr. TALCOTT of New York. Will the gentleman yield?

Mr. STEVENS of Minnesota. Certainly,

Mr. TALCOTT of New York. I want to suggest that that is
necessary because of the changing conditions under which
business is now conducted, particularly the increased volume.

Mr. STEVENS of Minnesota. Yes. The gentleman is right.
We must not lay down too rigld rules at the outset, or the
commission might be swamped with troubles and the business
world would suffer from too much and rigid regulation.

Mr. MADDEN. Will the gentleman yield again?

Mr. STEVENS of Minnesota. Certainly. :

Mr. MADDEN. Do the conferees understand, and wish to
have the House understand, that this does away with the Sher-
man law?

Mr. STEVENS of Minnesota. Not at all; it expressly does
not. It is a method of enforcing it and making it more effective’
and prevent its misuse. We do not change any provision or
substance of the Sherman law. That should be clearly under-
stood.

Mr, TALCOTT of New York. It takes eare of the tendencies
toward violation of the Sherman law—acts which the Sherman
law can not treat of. :

Mr. STEVENS of Minnesota. The gentleman is accurate, as
he always is, and states exactly the purpose of this bill; and I
will come to that when I reach section 5—the judicial part of
this bill,

The SPEAKER pro tempore.
10 minutes,

Mr. RAYBURN.
more.

Mr. STEVENS of Minnesota. The same conditions will exist
in the treatment of foreign trade. It is realized that the con-
ditions as to competition, transportation, credits, and finane-
ing foreign trade are guite different than for domestic trade,
and our Nation in competing with other uations in the Orient
and at South Awerica will be obliged to conform to existing
conditions there and to cowpetition there. Now, this bill
provides that this commission shall examine that situation,
shall communicate with Congress and with the Iresident, and
shall have power to allow the same method of readjustnent as
in domestic business, not changing any law or provision of

The gentleman has occupied

I will yield the gentleman flve minutes
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substantive Inaw, but to indicate by information and assistance
and advice how business can be carried on within the existing
law. Where the high officinls of the Government know the
methods and necessities of business and can easily ascertain
them, and conversely the managers have a proper method
of seeking information so that they can adjust themselves to
the requirements, they did not believe that many occasions
would arise where it would be necessary to have a hard and
fast order for immunity to inspire confidence in both officials
and business managers. It is well to try this plan first to see
if it be successful.
Mr. WILLIS. Mr. Speaker, will the gentleman yield?

. STEVEXS of Minnesota. Yes,
Mr. WILLIS. While I approve in general of the conference

agreement and shall vote for the bill on its final passage I
wish to ask the gentleman a qunestion about the definition of
commerce. The gentleman will recall in the bill as passed by

'.,\c/ the House that commerce was defined as all “ such commerce

-as Congress has power to regulate under the Constitution.”
The Senate bill has the same definition; but the conference
report has the following provision:

* Commerce " means commerce among the several States or with
fore nations, or in any Territory of the United States or in the
Distriet of Columbia., or between any sueh Territory and another, or
such Territory and any State or foreignm nation, or be-

between an
istrict of Columbia and any State or Territory or foreign

tween the
nation.

I am wondering what the reason was that led the conferees
te provide in the conference agreement that the word * com-
merce " should be so defined as to exclude from the operations
of the act commerce with the Canal Zone, orto Rico, Guam,
and the Philippines, yet at thé same time including commerce
with Alaska and Hawaii. No reason has been given by anyone
for this distinction.

~ Mr. STEVENS of Minnesota. The gentleman from Kentucky
[Mr. SmerLEY] propounded that question, and the gentleman
from Maryland [Mr. CoviseroN] answered it. The reason
was that we did not think that the scope of the commission
should be extended that far, to embrace our foreign possessions.
That conditions there are so different than here that they counld
be handled by local authorities better than by a commission
7,000 miles away in the city of Washington. If the scope of
the commission needs to be extended hereafter to any of
them, it ean be done, but at present we thought it would hamper
rather than to help business there and here. The commission

L__should have enough to do here in the United States.

LEGISLATIVE FUNCTION,

The legislative function of this commission is very evident.

First. It has the power to investigate for the benefit of Con-
gress. It really performs the functions of a committee of Con-
gress in the line of investigation and compilation and recommen-
dation. It can ascertain all of the facts, as we constitutionally
have the power to do, or we can commit that power to a com-
mission or to a committee to do that. That is what we do in
this case. It is an especially valuable function, and its bene-
ficial work will be along the line of recommendation to Congress
and the President. There are three lines of recommendation
and stody that undoubtedly will be pursued. First, in the
modification of existing laws, or the laws which may exist
hereafter. The gentleman 1eferred to the Sherman antitrust
law. That is a Federal statute defining practically what can
and can not be done in the business world as to combinations and
contracts and agreements and monopolies in commerce. That
that law and its operation and enforcement have not worked sat-
isfactorily in this country seems to be assumed. The antitrost
bill does attempt to modify this statute with respect to labor
unions and farmers' organizations, and there have been strong
representations made to the Judiciary Committee in the House,
to the Interstate Commerce Committee in the Senate, and to
our committee, after a fashion, to have further modifications
of that statute. X

My own judgment is that the law must be modified hereafter
as the commission ghall earefully study the subject. Congress
has decided that it should be properly modified in the manner
indicated as to labor unions and farmers’ associations. It is
also very strongly urged that it must be modified also as to
foreign trade in some way in the future. Various important
business interests in the country, such us the retail grocers and
retail druggists and producers of coal and lumber, urge some
modifications in the public interest. These modifications, how-
ever, ought only to be made after the most eareful examination
by a body especially equipped, having the confidence of the coun-
try, after great study and affer prescribing the right kind of
limitations. That is one thing that this commission probably
must consider, It is the only public body which would have the

power and facilitles to perform fhis very important task, which
may be at the foundation of our material prosperity and ad-
vancement. This question will be presented at once. What is
the best method from the public standpoint, from the public in-
terest, to comirol large business concerns, by rigid legal pro-
hibition and penalties or by regulatory processes by a high-grade
commission, equipped with proper authority and machinery,
and with confidence and ability to regulate for the public in-
terest? One can not decide in advance what dceision shall be
reached. It must be for this commission to lead in the discus-
sion and proper consideration of it.

Second. It is possible that as the commission advances its
work and pursues its studies it may find it necessary to ask
for a sort of immunity to bpsiness concerns in its advice to cor-
porations desiring to do a legitimate and legal business. That
has been. thoroughly discussed already, but it is one of the sub-
Jects which must be considered. It is always easy for business

‘men to ask for public authority for their protection or ad-

vancement, but it is not always easy to appreciate the proper
checks and limitations which for the public interest must sur-
round such autherity. This will be a proper work for a high-
grade commission.

Third. There must be considered a method of national incor-
poration. There have been many suggestions in the past made
to Congress by different Presidents and by public organizations
that one of the best ways of controlling interstate commerce
will be by national incorporation of concerns doing business
within our authority. We all realize the defects of present con-
ditions and know that remedies should be provided. This is
one which must be considered. The business of this country is
principally interstate and foreign. Many of the existing evils
could be cured if Congress should preseribe the corporate powers
and limitations and conditions of the concerns allowed to
transact this business, It is the logical and natural yay to cure
many of them by an administrative commission like this, and
I am confident that this idea will grow steadily with the work
of the commission in the eradieation of corperate evils.

These are three classes of subjects which will be discussed and
considered in all probability, and of course there are others
which will arise from time to time and require the expert aid
and recommendations of this commission.

JUDICIAL FUNCTION.

One of the most important and interesting phases of this
work will be the judicial work of the commission. The gentle-
man from Maryland [Mr. CoviNeToN] discussed this very clearly
and fully, so nothing more need be said on that position: but L
wish to add a thought from another standpoint. This commis-
sion in having power to enforce the law against unfair methods
of competition approaches no new subject. It is one which has
long engaged the courts, and its rules and limits seem well de-
fined. Other nations and States have legislated with success
on this subject, so that we are only following well-trodden paths.
As I called to the attention of the gentleman from Maryland
and the committee, the textbooks on unfair competition contain,
I think, more than fifteen hundred eases defining and elaborat-
ing and explaining that subject. The courts are also piling
them upon us in quantities every year. Those cases can be
roughly divided into two great classes, one, the English cases,
and, I think, many of the States consider the subject primarily
from the view that it is the duty of the courts to so expound
and apply the law as to encourage honest trading and dealing,
and that whoever violates that general rule of honest and fair
dealing ean be reached in the courts, and whoever suffers from
such ill-doing can have remedy in the courts.

That is the doctrine of a large number and class of cases,
Another class of cases does not consider the public welfare as
a primary object. It considers only the private right, where
one person interferes with or injures another as to his person
or property. In such case the injured person can have re-
dress and in such ease the public interest is secondary. That
is apparently the doctrine in many of our States and in the
Federal courts, as I have read the cases,

It should be borne in mind that this doetrine of unfair compe-
tition is only a branch of the general law of fraud. There is
nothing novel about its ruling or principles. Nims, on unfair
business .competition, section 18, states:

GROUNDS OF THE ACTION FOR UXFAIR COMPETITION.

Fraud is a basis of actions for unfair competition. That has been
demonstrated beyond a doubt by many cases. It is not so clear, how-
ever, just who it is the court aims to protect from frand. An attempt
to g:ss off goods fraudulenily is discovered to the court. 1Is it set in
motion by its abhorence of dishonesty and double dealing or does it
feel called E)on to tprotect the interests—his Ero?erly-of the com-
plainant or does It feel that it is its duty to first preserve the pur-
chasing puble from deception, er does it act in such a ease beeause of all
these reasons? The following are the prineipal grounds usually given:

4
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First, that the court acts to promote homest and fair dealing; second,
that the alm of the court is to protect the purchasing {mbllc: thir

that the court aims to protect not public rights but the rights o
individuals, : Y
- This bill only uses the same old doctrine that has been used
for hundreds of years in the general law of fraud, and applies
it under this definition to a class of practices or acts or con-
duct in commercial transactions in interstate or foreign com-
merce. The remedies for the violation are those daily used in
the courts of equity. So that there is nothing new or startling
when we realize that. The law of fraud has been worked out
on both the law side and on the equity side of our courts, but
necessarily in the decisions in equity have those two classes of
cases been elaborated and defined, one considering the public
standpoint as primary and the private rights as secondary and
the other considering personal and individual rights as primary
and the public rights as merely incidental. All that this bill
does i1s to take that great mass of jurisprudence, with its defi-
nitions and limitations and rules and principles, and make it
applicable by statute to the law of fraud affecting interstate
commerce, with this jurisdictional qualification carefully stated
in the bill, that the commission has no authority to act unless
the methods of unfair competition shall injuriously affect the
public interest. That must be the basis of its action and juris-
diction. In that way the commission will be freed from private
gquarrels and controversies. The gentleman from Maryland,
Judge Covinaron, kindly furnished me with aunthorities on this
point, which I here insert:

* In discussing the growth of the law of “ unfair competition™ the
Encyclopedia of Law, volume 28, page 328, says:

“'The law of unfalr competition, incinding trade-marks and trade
names, is of comparatively recent origin. The early cases fully recog-
nized this doctrine, but as unfair competitlon by means of the imitation
or infringement of trade-marks covered by far the most numuron;? :m
a

of cases presented, the courts fell into the dpractice of decldin; :
ess exten

upon the doctrines of trade mark law, and to a greater or

lost sight of the broader principles of unfair competition. * * *°

This law of trade-marks became speclalized, and the law of unfair com-
petition remained in abeyance, or, If recognized at all, was not recog-
nized to its full extent or under that name, rellef when afforded bein
“upon principles nnalogous to trade-marks." * ¢ ¢ The law o
trade-marks, however, has been too thoroughly s alized and crystal-
lized by statutes and decisions to become wholly merged in the law
of unfair competition.”

Nims on Unfair Business Competition, page 1, is as follows:

“In the digests one usually finds unfair-competition cases under the
general head of trade-marks. This is misleading, for the law of trade-
marks does not include unfair competition, but, rather, the law that
governs trade-marks and infringements of them is but a part of the law
regulating unfalr and dishonest competition and trade.

“ This misconception of the true meaning and scope of the doctrine of
unfair competition may cause some to take issue with the writer on the
correctness of including in a book bearing the title of Unfair Compe-
tition some of the classes of cases here included. It Is believed, how-
ever, that the bar will be called upon more and more frequently to pro-
tect traders whose business is threatened with Injury or destruction
from many sorts of dishonest or unfair competition besides those arisln§
out of trade-marks and trade names. Referring to the development o
unfair-competition law, W. K. Townsend says: ‘ Not yet fully adopted
by all the courts, still to be developed In its application to particular
efrcusmnm and conditions, this broad principle of business integrity
and common justice is the product and the triumph of the development
of the law of trade-marks in the last half century and the bulwark
which makes possible and protects the world-wide business reputations
common and growing more common in this new country.’

“ Unfalr competition 1s not confined to acts directed against the own-
ors of trade-marks or trade names, but exists wherever unfair means are
used in trade rivalry., Equity looks not at what business the parties
before the court are engaged In, but at the honesty or dishonesty of
their acts. It is unfair to pass off one's s as those of another per-
son; it 1s unfair to imitate a rival's trade name or label; but he who
seeks to win trade by falr means ot foul Is not limited to these methods,
He may copy and imitate the actual goods made or sold by a competitor ;
he may libel or slander these g , make fraundulent use of a famlly
name, of trade secrets, or corporate names, of signs, of threats of ac-
tion; he may construct bulldings which are reproductions of peculiar
buildings of a rival, thus producing confusion in the minds of pur-

1 8, which bles him to purloin his rival’s trade, and In a hundred
other unfalr ways secure another's trade. All acts done In business
competition are either falr or fraudulent, equitable or inequitable,
whether they relate to marks or not; and it is believed that the gues-
jon of trade-marks will soon be lost sight of In discussing unfair com-

titlon, in the problem of securing, through the principles of equity,
ull protection to averﬁ merchant agalnst unfair business methods.”

And farther on In his work the same author (Nims on Unfalr Busl-
ness Competition, p. 385) says: \

“ There are mnnf ways other than by interference with contract, of
harassing, interfering with, and obstructing a competitor in such a
ﬁnntl’er as to amount to unfair competition in the broadest sense of

e term."”
* In support of that proposition cases are cited as follows:

In Sperry & Hutchinson Co. ». Louls Weber Co. (161 Fed. Rep., 219)
the complainant was held entitled to an Injunction to prevent defend-
ant from Interfering with its business of lssuing trading stamps by
induncing the violation of contracts with It.

In Evenson v. Spaulding (150 Fed. Rep., 617) Spanlding manufactured
bugzies and wagons In lowa and sold them, through itinerant salesmen,
to farmers and others In the State of Washington. An assoclation of
hardware dealers in the State of Washington employed agents to follow
Spaunlding’s salesmen, to interrupt their conversations with farmers and
dissuade the latter by false statements and otherwise from buyin
Spaulding’s goods, and in various ways to intimidate and Interfere wi
the salesmen. This was held an unwarranted attempt to destroy com-
plainant's business and an injunction was granted.
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. In Standard OIl Co. v. Doyle (118 "+ 662) an Injunction w
agalnst the Standard 01l Co. under t,hfe,;e circ)umstnlnnjcm Its afuf?:‘fﬂ
tempted to ruln the business of Dojle by making false representations
to his .customers and by threats and intimldations. It also harassed
his employees by following and Interfering with them and offering his
cusii:,n%er;l ofl ai' ls ;owter] rate o. for nothinﬁ.
ommercial Acetylene Co. v. Avery -P'ortable Lightin 3
Fed: Rep., 642) the bringing of a multiplicity of sult:f stnf'te%ono(tmlg
faith, but for the purpose of deterring the public from purchasing
rom o rival and of rulning his trade, was enjoined.
In the case of the Standard Oil Co. v. United States (221 U. 8.) the
BuHreme Court used chis Imfunga:
Without attempting to follow the elaborate averments on these sub-

Jects spread over 0T pages of the printed record, it suffices to that
such averments may rroperly be grouped under the following heads:
* ® * gnfair pract * un-

ces against competing pipe lines; * * n
falr methods of competition, such a ?e 1 price-
where necessary to sE;press competl:iot?ﬁ'a PEOSTUIAN 4E e polnte
- In United States v. Patterson (205 Fed. Rep., 202) there was
an indictment of officers of the National Cash Register Co. for
violation of the Sherman Antitrust Act. The indictment set
out 11 methods of unfair competition. The defendants claimed
that the alleged unlawful acts were committed against in-
fringers of patents owned by the National Cash Register Co.,
and were therefore lawful. The court denied this elaim, hold-
ing that a patentee for the protection of his rights under the
patent is limited to the pursuit of his legal remedies in the
Fed;ml courts. The court, Hollister, judge, said, at page 300:
“ The doctrine asserted In this case for the first ti
of the patentee are of such character that thosr: 0] ?:'ﬂ:l%ﬁn%grrl 2'1;
may agree, in order to protect them, to engage f: acts of unlawful
competition such as are charted in this case, and even to burn their
competitor's factory or destroy the competing—as they believe, in-
tr11_1 ing—machines by violence " * * »* q am unable to agree with.
side from that one instance, however, there has been no evidence
tending to show actual violence to a competitor's cash register in the
lon of one of its customers. Therefore the argument of counsel
or defendants goes further, with that one exception, than the acts of
unfair competition the evidence for the Government tends to prove,
But the principle Is the same, whether the acts of unfair competition

were acts of viclence upon competitor's cash registers
acts falling short of uc‘ttfsl vlnle:?c?e." il

In United States v. American Tobacco Co. (221 U. 8., 108), in the
argument_for the United States, the Attorney (eneral [Wicke
and Mr. James C. Mc]leynoldsa'we find, at Ifagn lgge:ml EVic el
clearly establishes that the

“ Moreover, if lmportant, the evidence
defendants’ actions have been characterized by duress and unfair and

op] re!:aive melhnds."m i

n the same case e lower court, Unlted States v, -
bacco Co. (164 Fed. Rep., 702), in ogli'ntonnorel.amambz,ﬂ-l.?meﬂmn e

“There is an absence of persuasive evidence that by unfair compe-
tition or improper practices independent dealers have been dragooned
into giving up their Individual enterprises and selling out to the prin-
cipal defendant.”

In the very recent case of the United States against International
Harvester Co., in the United States district court for Minnesota, declded
gu;i:l;t :!lgast. and to which I have already referred, Judge Walter I,

m: Ba H

“ While the evidence shows some Instances of attempted oppression of
the American trade by the International and the American companies,
such cases are sporadie, and In general their treatment of their smaller
competitors has been fair and just, and if the International and Ameri-
can companies were not in themselves unlawful, there is nothing in the
history of the expanding of the lines of manufacture, so as to make an
all-theé-year-around business, that could be condemned.”

Judge Hook, concurring, sald:

“In the main the business conduct of the company toward its com-
petitor has been honorable, clean, and fair."”

Mr. COOPER. Mr. Speaker, will the gentleman yield?

Mr. STEVENS of Minnesota. , Yes.

Mr. COOPER. Does the gentleman say that there can be no
such thing as unfair competition in the absence of fraud?

Mr. STEVENS of Minnesota. Yes; I think the books lay
down the doctrine that fraud in some form is the basis and
essence of unfair competition; and this is only one of the
branches of the general doctrine of fraud. Of course, the gen-
tleman must understand that this bill makes such apply only
to the public interest and not to personal or private Interests.

Mr. COOPER. Suppose a corporation worth §100.000,000
should advertise that it would sell and that it does actually
sell its product to one consumer in a certain town for 50 cents,
and shonld advertise that it would not sell and does refuse
to sell to any other in that town or in that State for less
than $17

Mr. STEVENS of Minnesota. That is clearly frand.

Mr. COOPER. In what way is it fraudulent? 1 do not under-
stand there is any fraud about that. It is the public advertise-
ment of a legitimate business which can not be rendered illegiti-
mate or fraudulent except by statute,

Mr. STEVENS of Minnesota. I think the gentleman erred
in this particular. Of course no man can have action at law
on such a subject unless he can show a specific damage calcu-
lable, and unless it was founded on some statute. But such an
act might have a result to greatly injure the public by inter-
fering and destroying competition, which the public needs, and
that is the purpose of such discrimination. To that extent the
injury and intent and result would be a fraud upon the public,
now known to the law and uuder the jurisdiction of this bill.
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Mr. COOPER: Precisely.

Mr. STEVENS of Minnesota. I presume that is true; and
that will be a sample of a class which will be presented, and
such a state of facts must be met by the commission.

Mr. COVINGTON. If I may be permitted to make a sug-
gestion to the gentleman in reference to a definition of fraud
used in one of the English cases, I think. There may be a
fraud on the public that does not contain any element of the law
of fraud but related merely fo controversies between private
individuals; but in so far as this may constitute an oppression,
as it were, upon the public ultimately or drive out of business
that individual and one means of competition, it is in effect
perpetrating a fraud upon the public.

Mr. STEVENS of Minnesota. That was the thought I was
pursuing. The foundation of the power of this commlssi'on to
act in this elass of cases must be an act which must injuriously
affect the publie interests. That is the basis of its jurisdiction.
Already that has been the doctrine in a large number of cases,

" and that doctrine was adopted in the framing of this bill and is

already in use in many States and in England, and T think in
France, Germany, and in the Australian courts, .The ground
may not be personal. may be coustructive, but it consists in
doing an act to accomplish a result which ought not I:o‘b_e
allowed. It is the combination of act, intent, and result which
together may make a legal ground. Thus it is that we provide
that where the act or a series of acts injuriously affect the pub-
lic interests. then this commission is given authority to inter-
fere on behalf of the public, and on behalf of the public only,
and that of course would cover the case cited by the gentleman.
The proceeding must not concern any injured individual: he
must care for himself, exactly as he now does; but on behalf
of the public in cases like that the commission may order the
offender to cease and desist from that sort of practice.

Mr. COOPER. My understanding always has been that fraud
in a legal sense requires the element of deception.

Mr. STEVENS of Minnesota, No; I think not to the extent
the gentleman seems to have in mind. But that element does
exist in the case he described.

Mr. COOPER. I understand there is an element of deception
in fraud. A man may be injured but not deceived or defranded.
I understand that a man can use what to-day are called legiti-
mate business methods—methods acknowledged to be legitimate
under existing law—and crush a competitor. These methods
may constitute a system of cutthroat competition, but I do not
know where there is fraud about them,

The SPEAKER. The time of the gentleman has again ex-
pired.

Mr. STEVENS of Minnesota. I would ask for five minutes
more. .

Mr. ADAMSON. Mr. Speaker, I yield the gentleman five
minutes additional.

Mr. STEVENS of Minnesota. My impression is that the
commission is created from this standpoint, and to meet this
very sitnation by applylng the well-known rules which will
amply meet such a condition. If these acts injuriously affect
public interests, then the commission can act to prevent such
consnmmation and result. There must not be confounded the
narrow view of the doctrine merely injuring an individual
interest and the broad public doctrine which affects the gen-
eral public. Fraud may not exist as fo the individual and yet

* be clear as against the public. It is the public interest only

which this bill affects. From that view the old rules and
doctrines are entirely sufficient and the cases well apply. We
here provide the machinery by executive and judicial organiza-
tion to make the law protect the public interest. Now, the gen-
tlemen defines fraud as merely an act of deception, substitu-
tion, or misrepresentation. That is the viewpoint taken by
the second class of cases to which I referred, and it is the
object of this legislation to have substituted for such rule an
afiirmative, broad power to the commission and the courts for
the suppression of the particular act which may be unfair and
fraudulent as against the public. So far as the courts are
concerned in dealing with the public interest under this statute,
the rules and definitions and limitations will apply to the pur-
poses of this act. It is to be hoped that there will be gradually
evolved a body of law and rules upon this subject which shall
be comprehensive nnd wise and enlightening, and which. while
amply protecting the general public and its interests, may at
the same time encourage the struggling and worthy who seek
to moke a place for themselves in the commercial world. and
be the basis for a higher standard and such a consistent and
practical standard for our business that it shall lead the com-
merce of the earth,
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This bill will thus help by information, encouragement, ad-
monition, advice, and, 1f necessary, restraint. No power is lack-
ing. But we believe that force should be the extreme resort.
Thus this legislation will afford an opportunity to test the con-
fiicting theories of fines, penalties, and repression under law-
suits and executive enforcement, such as this country has had
for 25 years, as against the wise, experienced regulation by com-
petent administrative body, and through the courts when neces-
sary, provided in this bill. This procedure is simple, speedy,
accessible to every citizen, and offers the opportunity to repress
every evil practice,

UNFAIR METHODS,

We made a change in the definition of the Senate bill, and
instead of using the words “ unfair competition,” which signify
a general course of conduct, we prohibit all “ unfair methods
of competition.” In this way that prohibition should attach to
the particnlar act such as that to which the gentleman from
Wisconsin alluded. That is the very reason we made this
change, which has been so criticized, because we wanted to
cover the specific act which would be unfair, while {he course of
conduct by itself might be fair. In that way we meet the public
exigency in classes of cases like that we have discussed. We
considered this would be far easier of understanding and en-
forcement, of fraud, and order for desisting,
ti .\[;. MONTAGUE. Will the gentleman permit an interrup-

on

Mr. STEVENS of Minnesota. Certainly.

Mr. MONTAGUE. In the allusion just made to fraud, I would
ask the gentleman if this distinetion is not clear : There may be
fraud where there is a fraudulent intent, in the first place.
Secondly, there may be a fraud where the rosult is so Injurious,
whether intent exists or not, as to imply fraud? The jucis-
prudence of the country recognizes this distinetion, I think,

Mr. STEVENS of Minnesota. I think in those classes of
cases wherever the public interest iv injurionsly affected the
commission has clearly the right to denounce it as a fraud,
following the decisions the gentleman from Virginia has alluded
to, and which I have placed in the Itecorp from the gentleman
from Maryland.

Mr. COOPER. Will the gentleman permit me again?

Mr. STEVENS of Minnesota. Certainly.

Mr. COOPER. Take this illustration. A corporation with a
capital of $100.000,000 sells its product below cost throughout
a certain county or perhaps an entire State, but does not in-
crease the cost of the product to consumers in any other com-
munity or State. Is there any fraud about that?

Mr. STEVENS of Minnesota. Fraud must be——

Mr. COOPER. In that case the people of other States would
buy it for the old price, while the people of one particular State
would get it for less. There would be no fraud, no deception,
The only persons injured would be the competitors doing the
same kind of business.

Mr. STEVENS of Minnesota. Of course that is one of the
matters that would be considered by the commission. It
might be——

Mr. COOPER. Will the gentleman permit?

Mr. STEVENS of Minnesota. Let me snswer that.

Mr. COOPER. To finish this. Has not the gentleman found
that in the large department stores they have days in which
they sell below cost and by this method practically wipe out
small competitors?

Mr. SHERLIKY. And, if the gentleman will permit, there is
a lot of frand there.

Mr, COOPER. The most prominent business houses in the
United States do such things. I wondered whether this proposed
law would meet that sort of competition in interstate traffic.

Mr. STEVENS of Minnesota. Mr. Speaker, our bill does meet
the situation, in this way: Where there is a practice or a class
of practices which has for its main purpose an injury to the
publie by eliminating competition which ovght to exist in the
publie interest, in such eases it i3 a fraud on the public, both
as to purpose and results. If it be for the public interest to
preserve healthful conipeiition, then it is our duty to provide
the means for it. If it be merely a business incident or a prac-
tice which disposes of a class of goods which it is to the usnal
and customary advantage of the dealer to dispose of in order
to make room for other goods, or to raise ready cash, or to avoid
future loss. or what not, then it is not a frand on the publie.
It has neither such a purpose nor result, and nobody can or
should complain.

The essence of the practice must be ascertained by the com-
mission. If the general purpose and the result of it will be to
the detriment of the public by eliminating competition which
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in the public interest onght to exist, or by injuring those who
ought not to be injured, by driving out of business that which
ought to be sustained and protected in the interest of the gen-
eral public, then it is fraud against the public and ought to be
repressed. 4

If the practice or sale does not nccomplish those things, if
it merely clears the stock of stale or unseasonable goods, to
be replaced by others or to raise ready money on any such
perfectly proper purposes in business, then it is not a fraud, but
it is a benefit to the community and could not and should not
be assailed either in the commission or the courts. This illus-
trates the very thing which this commission is created and
given aunthority to do—to ascertain the facts, to find out what
the motive and result of all of these practices and acts and
transactions may be, to study their history and purposes and
results, and then present and consider the matter in a legal
way as well as in an economic way and order it to be stopped,
if it be in the interest of the publie to stop it and in the power
of the court to relieve it. This illustrates the necessity for
such a commission to protect the public by separating the
sheep from the goats by means of its experience as well as its
legal powers.

Mr. MADDEN. Mr. Speaker, will the gentleman yleld?

The SPEAKER. Does the gentleman from Minnesota yield te
the gentlenman from Illinois?

Mr. STEVENS of Minnesota. Yes; I yield to the gentleman.

Mr. MADDEN. Suppose a firm had been continuously selling
its goods for a lower price in order to make room for other

87

Mr. STEVENS of Minnesota. If it were a continuous per-
formance, and earried on with a view to eliminating competi-
tion, to the detrinient of the public. which ought to exist. of
course it is a fraud. If it be merely for an ordinary business
purpose. it is as innocent as any other act. The various cir-
cumstances connected with the course of conduct must deter-
mine the validity. just as they do now.

Mr. SCOTT. Mr. Speaker, will the gentleman yield for a
question?

The SPEAKER. Does the gentleman from Minnesota yield to
the gentlemran from Iowa?

Mr. STEVENS of Minnesota. Yes.

Mr. SCOTT. I wanted to ask the gentleman where, in his
opinion. the ultimate discretion rests under this bill to deter-
mine when a given set of business acts constitutes an unfair
method ?

Mr. STEVENS of Minnesota. In the first place, it must be an
injury to the public. Now, that is well defined. On that we
have our minds well made up. Opinions differ, of course, but
there are many eases and many rules of law and many statutes
based upon that phrase as to what constitutes an injury to the
public. But the legal meaning of that phrase is clear and well
understood.

Now, having that in mind as to what must be done to the
injury to the public. and then following the decisions—and I
stoted that there are more than 1,500 of them that have been
called to my attention—the courts have defined whnat would
constitnte unfair acts and oppressive acts affecting individuals.
But when those oppressive and unfair acts are brought to the
attention of the commission and they are found to injuriously
affect the public, that constitutes an unfair method of com-

tition.
pehlr. SCOTT. I do pot think the gentleman understood my
question. My question was as to a matter of jurisdiction.
What body ultimately determines whether a given set of acts
is unfair or not?

Mr. STEVENS of Minncsota. The United States Supreme
Court, of course.

Mr, SCOTT. Then under this bill the Federal trade com-
mission does not have so broad a discretion as the Interstate
Commerce Commission has to determine whether or not a rate
is unrensonnble or just?

Mr. STEVEXNS of Minnesota. Yes; to that extent it has, be-
eanse it decides whether or not an act is an unfair method of
competition. But to that extent it has a similar jurisdiction
to that of the Interstate Commerce Commission. but it has not
one step beyond such a power which the Interstate Commerce
Commission hrs in its authority to preseribe for future action.
I do not wish to interfere with my friend, but I am very
anxious to proceed.

Mr, SCOTT. It seems to me this clause of the bill relating
to the review by the courts means that discretion is given to
the courts to nullify nnd set aside and absolutely rescind the
order made by the trade commission.

Mr. STEVENS of Minnesota. Oh, certainly; if the courts
shall be of the opinion that the decision of the commission is

wrong as a matter of law, We can not take that power away
from the courts, and would not if we counld. 3

Mr. BSCOTT. And that goes to the conclusion drawn by the
commission as to whether or not a given state of fucts is
unfair? -
tl h:!:-. ISTEVENS of Mirnesota. Yes; the gentleman is right as
o that.

Mr. SCOTT. Under the interstate-commerce law the courts
will not review the question as to whether or not a given state
of facts constitutes an unreasonable or an unjust practice,

The SPEAKER. The time of the gentleman from Minnesota
has expired.

Mr. STEVENS of Minnesota. I would like to be allowed
about three minutes In which to answer my friend from lowa.

Mr. ADAMSON. Mr. Speaker, I yield five minutes more to
the gentleman.

The SPEAKER. The gentleman from Minnesota [Mr. Ste-
vENS] is recognized for five minutes.

Mr, STEVENS of Minnesota. The gentleman is correct as
to part of his statement but incorrect as to another part of
it. The Supreme Court has held that the Interstate Com-
merce Commission does exercise the right of determining
whether a rate in existence is unreasonnble or unjnst. That is a
quasi-judicial act and the decision of the commission on that
point is reviewable by the courts, becanse it is a review of a
legal decislon upon a given state of facts. But when the come-
mission goes further and decides what must be a reasonnhle
rate on practice for the future, of course that is a legislative
act which must not and cin not be reviewed by the courts any
more than could an act of Congress be so reviewed. There is
that distinction. and we have carried that distinetion into this
bill. Whenever the trade commission decides that a certuin net
is an act of unfair method of competition. the decision on that
point as a question of law is, and ought to be, reviewnble by
the courts. The facts themselves are found by the commission.
Its finding as to the facts is conclusive. Its opinion as to
whether that state of facts constitutes an act violating the law
is Its judgment of law upon the facts, and its jndgment is and
ought to be reviewed, and it is so provided by this bill.

Mr. SHERLEY. Mr. Speaker, will the gentleman yield?

The SPEAKER. Does the gentleman from Minnesota yleld to
the gentleman from Kentucky?

Mr. STEVENS of Minnesota. I do.

Mr., SHERLEY. If the gentleman will permit, the Federal
trade commission differs from the Interstate Commerce Com-
mission in that it has no affirmative power to say what shall be
done in the future?

Mr, STEVENS of Minnesota. Certainly.

Mr. SHERLEY. In other words, it exercises in no sense a
legislative function such as is exercised by the Interstate Com-
merce Commission?

Mr. STEVENS of Minnesota. Yes. The gentleman is en-
tirely right. We desired clearly to exclude that authority from
the power of the commission. We did not know as we could
grant it anyway. But the time has not arrived to counsider or
discuss such a question.

Mr. Speaker. this commission has a general twofold function
which will be gradually worked out in the course of time. One
phase will be economic and the other will be legal. In the evo-
nomie field the commission should assist the business concerns
of this country along the lines demanded by the American peo-
ple of efficiency and fairness. By that there can be ascertained
the best possible size of business unit to accomplish a neces-
sary business result. The people will not be afraid of mere size
if it knows that an able and wise and powerful and patriotie
commission is guarding their interests and that such a concern
of such size and power Is necessary properly to perform the
gigantic tasks which we all believe must fall to the lot of our
people and business men to do in this world in the Immediate
future. Whatever is most eflicient and best calculated best to
accomplish the needed result must be done, and our people will
depend on this commission to guard and enlighten us.

Then, while it is done, the pubile also wants to know that
with this efficiency will equally go fairness in the distribution
of the benefits of such organization and work. Of course, the
commission has no direet power to allot benefits. These must
be evolved by the friction and process of personal care and bar-
gain. But it can greatly assist in bringing about a proper
spirit, and information, and cooperation, nnd possibly admoni-
tion to accomplish the desired results. I kuow this may seem
idealistic, but yet some part of it may be worked out through
this ereation.

As to the legal side. I have already stated that it is to be
hoped that a body of commercial ruoles may be evolved which
may be a safe and wise guidance on the high plane for the busi-

Ll
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ness concerns of the country. They should not be technical
merely, but, amplified with breadth and experience, may be
safely accepted as the best expression of the business world.

This measure, for the first time in this country, attempts an
administrative regulation of commerce itself. We have regu-
Inted the instrumentalities such as transportation and finance,
but here we attempt to rule and help commerce. An executive
alone with power of enforcement merely, or even a wise discre-
tion, could not do it. The courts under their ruling could not
wisely and liberally accomplish the needed results. The legis-
lative braneh ecan only prescribe rules for the future. It re-
quires a combination of all of those powers in one organization,
with the highest obtainable talent well and thoroughly to work
out the difficult problems which will be met. Because it is in
a sense permanent and without partisanship, and can lay down
a policy which can be pursued or changed as may be wise and
necessary, without the charge of personal or politieal advantage,
must this important commission perform such work.

But before closing, without intending to throw any bouquets.
I think two things should be understood by this House. One
is that there has been a sort of an imputation against this
House that we swallow any old ready-made and bhand-me-down
bill without consideration, and that this House does not con-
sider bills as thoroughly as does the body at the other end of
the Capitol. This bill, as 1 said when the bill was before the
House originally, was framed by the Committee on Interstate
and Foreign Commerce. It was not a hand-me-down product.
We did it ourselves, for better or for worse. [Applause.]
This measure as it is now presented to you was framed by the
conferees. Whatever may be its merits or its demerits, we ure
responsible for it exactly as it stands, and I am rather proud
of what we have done. :

We have been criticized in the press because this House does
not debate exhaustively the great matters which have come
before Congress during this session and the previous session.
That we merely pass these great bills in a perfunctory way
without real consideration and enlightenment. Such a criticism
is unjust and untrue when the situation is realized.

The House will remember that practically all the great
measures which have passed during this Congress have origi-
nited in the House. It has been our duty to consider these
mensures first before the Senate could act, and we have done it
as best we could, and, I think, on the whole very well. Some-
times our debates have been too much repressed and not suffi-
cient time has been given to them, and there has often been a
lack of sufficient time for real discussion of some of these great
meansures. But we have discussed them with some thoroughness,
and our discussion has been the basis of debate elsewhere. Every-
one knows that the principal work of the House is in its commit-
tees and not on' the floor. There are the real debates and there
are the real legislative contests. The perfected measure too often
does not receive as thorough consideration on this floor as in
the Senate. But that is not because it is not as well prepared
or understood. We all know that it is a mighty sight easier to
take a bill whieh -somebody else has prepared, to have before
you a debate and report and hearings that somebody else has
already placed in the Recorp, and then amplify or change it.
We have been obliged to have the laboring oar upon all these
great matters, and the press of the country does not seem to
reilize the great service which the House has performed in this
Congress in discussing these great matters before anybody else
has seemed to know they were in existence. [Applause.]

Just one suggestion more: In all matters of construective leg-
islation necessarily some Member of the legislative body must
assume the great burden of doing the principal part of the
work in preparing it and presenting it to the committees and to
the House. This is a great constructive legislative measure,
creating a department of onr Government which may be of
great service to our-people in the future. Perhaps it embodies
no new prineiple, but it applies old prineiples to new methods
and new practices in legislation upon a tremendously impor-
" tant field of national activity This has required constructive
legislative ability of a very high order, and in the closing days
of the service of one of our associates, who is entitled to the
chief credit there may be for this measure, I am glad to bear
witness before this House to the industry, the great ability, the
high character. the rectitude of purpose, the entire sincerity,
and the splendid analytical, mental, and legal ability of my
colleagne, Judge CovixeroN, who now leaves us for another
sphere of public usefulness. [Applause.] It must be a great
source of satisfaction to him as he retires from legislative
activity to know that he earries with him the sincere respect
and the deep affection of those with whom he has been asso-
ciated, and that this measure will be the crowning act of a
splendid legislative career which we who have worked with him

believe will be not only a monument to him but of great benefit
in the future of our common country. [Applause.]

Mr. ADAMSON. Mr. Speaker, 1 ask unanimous consent that
all gentlemen who address the Chair during this debate may
extend and revise their remarks.

The SPEAKER. The gentleman from Georgia asks unani-
mous consent that all gentlemen who speak on this couference
report may have five legislative days in which to extend re-
marks on the bill. Is there objection?

There was no objection.

Mr. ADAMSON. I yield to the gentleman from Illinois [Mr.
MAaxN] such part of 15 minutes as he desires to use.

The SPEAKER. The gentleman from Illinois [Mr. Ma~n] is
recognized for 15 minutes,

Mr. MANN. Mr. Speaker, I enjoyed very much the remarks
of the gentleman from Minnesota [Mr. Stevexns], and I wish to
join with him in congratulations to the gentleman from Mary-
land, Judge CoviNGTON, as well 53 the gentleman from Georgia
[Mr. ApamsoN] and the other majority members of the Com-
mittee on Interstate and Foreign Commerce. Everyone in the
House knows I have a peculiar personal affection for the Com-
mittee on Interstate and Foreign Commerce, which extends to
all of its members; but in expressing these words of congratu-
lation I do not wish Members to forget the great service in con-
nection with this bill, as well as cthers, rendered by the minor-
ity members of that great committee. The gentleman from
Minnesota [Mr. STEVENS], who enjoys the confidence, respect,
and affection of every Member of this House [applause], has
hnd great influence in the final development of this bill. And
the gentleman from Wisconsin [Mr. Esca], who was with him
on the original subcommittee of the Commitiee on Interstate
and Foreign Commerce and also on the conference committee,
has rendered able service in this connection, as he has always
rendered in the House in every direction. [Applause.]

Mr. Speaker, T think all the Members of the Flouse will vote
for this conference report. Doubtless it is not in the exact
form in which other Members might have written it, but I
think that. on the whole, the House has written this bill—AMem-
bers on the House side have written the bill—and I believe it
will prove to be one of the steps in legislative development
which we have well taken. [Applause.]

Some years ago, while I was a member of the Committee on
Interstate and Foreign Commerce, Col. Hepburn, then the chair-
man of that committee, directed me to take charge of the bill
to crente the Department of Commerce, or, as it was then called,
Commerce and Labor.

In making a report to the House on that bill we proposed
three new bureaus. One was the Bureau of Manufactures,
which was created. and whieh, T think, unfortunately was abol-
ished recently by transferring it to another bureau. One was
the Burean of Insurance, which, I think, ought to have been cre-
ated. but which my Democratic friends in the House were op-
posed to at the time, and they had the support of enough
Republicans to eliminate it. One was the Bureaun of Corpora-
tions. That was first proposed to go into the bill by myself.
I wrote the provision in regard to it just before the holidays, in
1002, It was agreed to by the committee, and 1 was directed to
report the bill to the House. During the holidays I prepared the
report on the bill, which was submitted immediately after the
holidays, in January, 1903. After I had prepared the report npon
this bill the President, Mr. Roosevelt, sent for me, knowing that I
had charge of the bill, and said to me that he thought we ought
to give to the Interstate Commerce Commission jurisdietion over
the corporations of the country doing an interstate-commerce
business, somewhat similar to the jurisdietion which the Inter-
stnte Commerce Commission then exercised over interstate
carriers. I said to the President that I had already drawn a
report upon the bill creating a Department of Commerce and
Labor which earried a Burean of Corporations and a Commis-
sioner of Corporations, and that I myself did not believe that
the Interstate Commerce Commission, with its great amount of
work, was the proper body to take charge of matters relating
to the other corporations of the country. In a way the present
conference report justifies the expression of opinion then ex-
pressed by President Roosevelt, and I am happy to congratu-
late myself by saying that in g way it justifies the position
which I then took.

In making a report upon the bill ereating this new bureau in
1902, I said:

The creation of this bureau will make it the doty of an officer of
the Government to deal with the matter of ecorporation information
and to acquire knowledge and report on conditions concerning the
manner and extent to which corporations transacting interstate commerce
shall be subjected te the influence ¢f national legislation. Your com-
mittee believes that this is a practical step toward the legitimate con-

trol of corporations engaging in commerce among the Btates. Your
committee has not recommended any extended or specific legislation in
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regard to the character of the information to be obtained or the man-
:{lsetlioar obtuining it, but has left that matier to await further legis-

In my judgment then. and in my judgment now, Congress
was not sufficiently informed to take the step which it is pro-
posed to take now for the control of interstate corporations.
But even the present step is only one step forward; there will
be othiers to take. We can not afford to destroy business. We
ean not afford not to exercise some control over business. 1
think the Committee on Interstate and Foreign Commerce In
its pending report has acted wisely in not endeavoring to go
too far or too rapidly. but has also acted wisely in going further
than we have ever gone before.

“ Unfair methods of competition” excite considerable con-
tention. The Senate's suggestion was * unfair competition.”
I can see quite a distinetion between unfair competition and
unfair methods of competition. but no one can write a defini-
tion of either. If it were possible for us to define unfair com-
petition or unfair methods of competition, we would put the
definition into substantive law.

What does this proposition mean. We leave fo a commission
created supposedly of men of at lenst more than the ordinary
common sense and discretion the power to direct that the cor-
porations shall cease the practice of certain methods of com-
petition which the commission think are unfair. The corpora-
tion is not required then to cease; it can take the matter into
court. Either the commission cun file a suit in court for the
enforcement of its order or the corporation can file the suit in
court. It will be left to the courts to lay down the lines and
the law which determine what are unfair methods of compe-
tition. The finding of the commission as to the facts is to be
taken as conclusive, but the conclusions of the commission must
be determined in the end by the courts of the land.

It is true that a bill like this will lead to some uncertainty as
to what corporations or individuals can do. That always fol-
lows any legislation. Those who desire to reach across the
line between anfair and fair methods of competition or to go
up to the line will sometimes find that they have crossed over
too far, and they will be pulled up. But we are moving in the
direction of controlling the methods of competition, endeavor-
ing to keep upon the lines of competition so that everyone will
have a fair show. [Applause.] I am satisfied that we are
making quite a step.

I had wished that when the commission had acted and had
found that a corporation was following a fair and not an un-
fair method of competition, that the corporation or individual
might be allowed to proceed with his business without fear of
prosecution under the Sherman antitrust law. 1 think when
we give a commission power to say that a man is doing bnsi-
ness fairly we ought to encourage him to do the business. with-
out holding a threat over him that some subsequent administra-
tion may find it necessary to prosecute him for doing the thing
which our commission said was proper to do. Yet I realize the
political difficulties in the way of making any change in the
Sherman antitrust law.

It may be making somewhat a dissent in the consideration
of matters. but there is one thing I do not wish to pass entirely
without notice. Just for the IRecorp I want to state that in
section 5 there are two places where a comma is inserted which
entirely changes the meaning of the section, but I take it that
it was done inadvertently and that the commission will, in
seanning the law, forget that the comma is in there. There is
this provision:

The commission is bereby empowered and directed to prevent per-
sons, partnerships, or corporations, except banks—

Comma—
and common earriers subject to the acts to regulate commerce, from
using unfair methods of competition in commerce.

A similar provision occurs in another place. As it reads and
ag it is punctuated it gives the commission power over Corpora-
tions that it was intended to exclude.

There is another provision in the bill, and T am not sure
whether it was referred to by the gentleman from Kentucky or
not, but in one place. section 5, exclusive jurisdiction to enforce
the orders of the commission is given to the court of appeals.
while in section 9 jurisdiction to enforce compliance with the
orders of the commission is given to the United States district
courts. The two provisions are in apparent conflict. It Is
easy to see how It arose, and possibly that will »ffect the eon-
struction given it by the court. The provision giving the district
courts power by a mandamus was in the bill as it pasred the
House. The bill did not then contain section 5. concerning
unfair competition. When section 5 was written into the bill
by the conferees they desired apparently to give the court of
appeals rather than the district courts jurisdiction over these

cases which came under the unfair-competition seetion. It
is possible that the courts may construe it, and. on the other
hand. it may require an amendment in the future. Buot that is
ensily made and does not affeet the merits of the proposition,
and I think is not the fault of anyone.

I again congratulate the members of the Committee on Inter-
state and Foreign Commerce sand-its distingnished chairm-n,
with whom I served so many years, upon the suecessful outcome
of this legislation. 1 woul!d like to suy to our Demoecratic friends
that here is a bill which from the start was made devoid of
partisan politics. On our side we were called into consaltation,
and I think the majority would say that that consultation was
helpful. Of conrse in a way you were entitled to and will
claim the political benefit throughout the country. but when
it comes to the real substance of legislation along lines which
are and ought to be nonpolitieal we are just as anxious to do
the right thing on our side of the House as you are on your
side. and we do not desire to hinder you from having credit
for being yourselves anvious to do the right thing. 1 hope and
think we »re deing the richt thing now. [Applans=e.]

Mr. BURKEE of Pennsylvania. Mr, Speaker, will the gentle-
man yield?

Mr. MANN. Yes.

Mr. BURKE of Pennsylvania. The gentleman stated that he
has o very clear and well-detined iden of the differen-e betwesn
unfair competition and unfair methods of competition. and for
the purposes of this record I wish the gentleman would con-
sent to give one illustration for the henefit of those who later
on will be ealled upon to construe this law.

Mr. MANN. I think I had berter net. | have very clear and
well-defined notions on the subject. but it would take a longer
time than I have at my disposal to go info It

AMr. ADAMSON. Mr. Speaker, I yield five minutes to the
gentlemnn from Tennessee [Mr. Sims].

Mr. SIMS. Alr. Speaker, I do not want the Members of the
House to think that I am going to try fo go over what has been
so clearly and ably said about this bill by the gentleman from
Maryland [Mr. CovingToN], and b the gentleman from Min-
nesota [Mr. Stevens]. It would be utterly useless to do so;
but by way of reference to whut the gentiem+n from Lilinois
[Mr. Max~] has just said. respecting party benefit or injury
and party responsibility. I desire to say, because it is a fact,
that the Democratic members of the subcommittee—and I
happen to be second upon that committee—during the entire
cons'deration of this bill never met nor attempted to do any-
thing without the Republican members of the subcommittee
were present and participated [applause]. and that the Deino-
eratic members of the conference committee never held any
kind of a meeting nor discussed any measure or part of this bill
unless the Republican members of both the House and the Sen-
ate were present. I am glad to confirm what the gentleman
from Illinois has said. that, so far as the House Committee on
Interstate and Foreign Commerce is concerned, #nd niso the
conferees who acted in this matter. we have acted wholly in
reference to what we thought was for the general welfare of
the country. I for one do not believe thnt a good idea is bad
because advanced by a Republican, or that a bad idea is good
because advanced by a Democrat. I hope what the gentleman
from Illinois has said will take place. and that ’s that not a
single vote will be given against the adoption of this report.

Mr. Speaker, I, like the gentleman from Minnesota [Mr.
STEVENS], regret that this House is to lose the further services
of the distinguished gentleman from Maryland [Mr. CovingTOoX],
and I know every Member who heard his speech here to-day
will know that the President made no mistake when he selected
so able a lawyer to be the chief justice of the Supreme Court
of the District of Columbia as is the gentleman from Maryland.
[Applause.] He may have made other mistakes and he may
make yet others, but I am convinced that every gentleman who
heard him to-day will agree with me that he made no mistake
In this case.

I wish to refer te but one matter in the conference report,
beeause it has been so well discussed and so clenrly presented
that it is a waste of time to repeat it: that Is, with reference to
that portion of the report which provides that the findings of
fact by the commission shall be coneclusive upon the court if
snpported by testimony. The Senate provision seemed to me
to leave this somewhat ambigunous—not very clear—and I think
that it is a bnd practice, If the power exists, for a court, and
especially an appellate court, to undertake to substitute its
judgment for the judgment of an administrative commission. and
to substitute the judgment of a court, and especially an appel-
late court, for that of a commission composed of men selected
for their expert gualifications and special capacity on questions
of fact seemed to me to be unwise, not good legislation, and
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that it would fill the courts with cases and practically block
and hamper the circuit court of appeals in performing the
duties for which it was ereated. I think the conference report
is a great improvement in that respect upon the bill as It
passed the Senate,

I want to say something for our chairman in this connection,
and I know how to feel for him. The duties of a conferee are
personal ; they can not be transferred to a substitute. A con-
feree can not pair with another conferee, but must in person
perform his duties. When this bill was expected to come from
the Senate any minute and have to go to conference, it developed
that the gentleman from Georgia [Mr. Apasmsox], the distin-
guished chairman of our committee, was to have opposition for
the nomination in his district. That came as a shock and sur-
prise to the Members of this House, and especially to the mem-
bers of his committee; but, great as was the temptation to leave
and go home to look after his fences personally, he said no;
that his duty required him to remain here; that at any moment
this trade commission bill might come over from the Senate,
and that he would have to be, as a matter of course, one of the
conferees, and he would take his chances in remaining at the
post of duty; and I am very glad to say that the people in his
district in Georgia took the same view that he did—that as a
Member of Congress he had duties to perform lLere that were
higher and more important than shaking bhands with his con-
stitwents and making a personal appeal for their further sup-
port and ¢onfidence. [Applause.]

The SPEAKER. The time of the gentleman from Tennessee
has expired.

Mr. SIMS. Mr. Speaker, I did intend to throw another
bouguet or two, but I know the time is short and will heed the
fall of the Speaker's gavel and say no more.

Mr. ADAMSON. Mr. Speaker, I have several applications for
time, and I do not see how I can execute my contract without
10 more minutes. :

The SPEAKER. The gentleman from Georgia asks unani-
mous consent that his time be extended for 10 minutes. Is there
objection ?

There was no objection.

Mr. ADAMSON, Mr. Speaker, I was temporarily out of the
Chamber when the time was yielded to the gentleman from Min-
nesota [Mr. STEVENS], and in granting time to him I intended to
avail myself of the opportunity to say a word in recognition of
the distinguished services of the members of the minority upon
this committee. I wish now to say, in yielding to the gentleman
from Wisconsin [Mr. EscH], that the members of the committee
sitting on the other side of the Chamber cooperated with us in
full. They did their full duty. They are good and true Ameri-
cans and great and good Congressmen. We have no partisan-
ship upon that committee. We are all patriots and statesmen
alike. [Applause.] I yield five minutes to the gentleman from
Wisconsin [Mr. Esca].

Mr. ESCH. Mr. Speaker, I had not contemplated making
any address upon this conference report. I indorse all of the
kind words uttered this afternoon with respect to the different
members of the committee, save those referring to myself. I
believe we have presented to the House and to the committee a
great, constructive measure, one which occupies a new field, the
ultimate effects of which time alone can make manifest. We
fcel confident, however, that as this law is administered larger
and better information will be gathered to guide subsequent
Congresses. 1f there is one thing in the bill which appeals to
me more strongly than another, it is the power granted in sec-
tion 5. When the bill was in the House there was some misgiv-
ing that it did not have any teeth. Section 5 gives to this com-
mission great power in regulating great businesses in the United
States. In so far as section 5 shall be carefully and wisely
carried out, to that extent will the Federal trade commission be
snccessful and meet the expectations of the people. I hope that
subsequent Congresses, with the wisdom which this commission
may make avallable, may strengthen this bill to the end that it
may be beneficent. [Applause.]

Mr. ADAMSON. Mr. Speaker, I yield five minutes to the
gentleman from New Hampshire [Mr. STEVENS].

Mr. STEVENS of New Hampshire. Mr. Speaker, this trade
commigsion bill will do three things of importance and benefit
to the American people. First it will gather for the use of
future Congresses m.re accurate and complete information
about the big business interests of the country. Secondly, it
will give to the Department of Justice in the enZorcement of the
antitrust law the benefit of its investigations and its more ex-
pert knowledge of business conditions, Last, and to my mind
the most important one, it will give to this commission the
power of preventing in their conception and in their beginning
some of these unfair processes in competition which have been

the chief sources of moncpoly. That part of the bill is prae-
tically new, and yet it has grown out of experience with other
legislation 1In the enforcement of the Sherman antitrust law
it has beea Gisclosed in practically every easc which the Gov-
ernment has brought against the big combinations, the Standard
0il ease, the Tobacco case, the Thread case, the Bathtub case,
that the chief means cf destroying competition by big com-
binations wss by the use of methods which were distinetly
unfair and oppressiva. Those combinations can be dealt with
by the Federal courts in the enforcement of the Sherman anti-
trust law. They can be dissolved, and in practically every recent
case the Federal courts have added to the writ of dissolution
specife injunctions zgainst the use in the future of those
methods which have been used in that particular business,
What we wish to do and ought to do above everything else is
to prevent the growth of monopoly at the beginning. Private
monopoly in this country must be based upon either one of two
factors: It must be based upon the possession of certain limited
natural resources or it must be based upon the misuse of the
power that goes with large business. Now, the Democratic Party
is not, and I believe no party is, opposed to doing business in big
units. The power to carry on business in large units means, to
a certain extent, efficiency in cost, in selling methods, and better
service and better goods for the public, but with a large organi-
zation, with the immense amount of capital which is at their
disposal, with the large volume of business, there goes the
power absolutely to drive out competitors by the use of unfair
methods of competition. To my mind the most important part
of this trade commission bill is that which grants to this com-
mission the power, after Investigation and hearing, to issue an
order compelling any firm or person or corporation engaged in
interstate business to cease from any unfair methods of com-
petition.

There are only two ways by which government can regulate
business. It may regulate business practices by specific prohibi-
tions of law, leaving its enforcement to the eriminal courts, or it
can regulate big business corporations in the same way that the
railroads are regulated—by the creation of a commission with
a wide discretion and wide power in the application of the
prineiples of the law. The chief argnment agninst section
5 of this bill is made by those men who believe the best way to
regulate business is the old-fashioned primitive way of defining
certain offenses, leaving the application to the Department of
Justice and the eriminal courts. I think that the history of
the enforcement of the Sherman antitrust law and the inter-
state-commerce law have proven conclusively that you ean not
regulate modern complicated business conditions by the eriminal
statutes and the criminal courts. I would remind those gentle-
men who believe that that is the sole way to regulate business
of this character that the Sherman antitrust law is also a crim-
inal statute and any person who violates its provisions against
restraint of trade or monopolies is guilty of a eriminal offense
and can be punished by fine and imprisonment. That law has
been in force for 25 years. We have had during that time in
the Department of Justice some of the most able and honest
lawyers of this counfry of both parties. Suit after suit has
been brought against large corporations and almost invariably
the Federal Government has won the suit. Combination after
combination has been declared a monopoly and in restraint of
trade and yet the eriminal provisions of the antitrust law have
been of no avail and no use, and I know of no single malefactor
of great wealth who has taken part in these combinations and
in these restraints of trade who is languishing in jail to-day
or lies under the liability of languishing in jail. The reason
is that it Is almost impezsible with big complicated business
conditions fo fix the responsibility for any one act on any one
individual in such a way as to get that man in the criminal
courts and convict him,

The SPEAKER. The time of the gentleman has expired.

Mr. ADAMSON. Mr. Speaker, I yield to the gentleman from
Oklahoma [Mr. Moroaxr].

Mr. MORGAN of Oklahoma. Mr. Speaker, I am not a mem-
ber of this important committee, and hence I appreciate the
privilege of speaking on this report. I am deeply interested
in this measure, and I desire to congratulate the Democratic
Members of this House and the Democratic administration
upon enacting this great measure into law while they are in
power.

Why am I especially interested in this bill? Because I have
the honor—and I regard it as an honor—of having introduced
in the House the first bill to create a Federal commission to
control the industrial concerns of this country.

I hold in my hand a printed copy of the bill which I iutro-
duced in this House on the 25th day of January, 1912, more
than two years and seven months ago. The bill containg 17
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gections and covers 14 pages of printed matter. In the prepara-
tion of this bill I gave much hard study and many months of
time such as I could spare from other duties. I had in my oflice
for a long time scores of volumes of books from the Congres-
sional Library covering every phase of the frust problem. I
secured from these books as much general information as I
could. I tried to comprehend and determine in my own mind
what the trust problem was and what would be a practical
method of dealing with it with a view, of course, to serving
the best interests of the great masses of the people of this
country, with a view also of promoting the greatest prosperiiy
in business and the expansion of our industries and with a still
further desire to add to the real strength, glory, and greatness
of our country.

I reached the conclusion that there should be created a Fed-
erial commission with administrative duties and with limited
judicial powers to supervise, regulate, and control the great
business concerns of this country engaged in interstate com-
merce. I made careful study of the act which created the
Interstate Commerce Commission and of the various amend-
ments and supplementary acts thereto. I concluded that so far
as applicable with proper modifications and supplementary pro-
visions that the principles embodied in the interstate com-
merce act should apply to the laws which should be enacted
with a view to regulating the industrial corporations.

Having fixed in my mind the outlines of the bill, I began
to work at its preparation. I wrote and rewrote every section
and line contained in the bill. Finally the bill was prepared
and introduced, as I have already stated, on the 25th day of
January, 1912,

I then proceeded to prepare a speech explaining the bill and
advocating its adoption, which I delivered in the Honse of
Representatives on the 20th day of February, 1912, and the
speech is printed in the CoNcressioNAL Recorp of that date.
At that time no political party in its national platform had ever
declared in favor of creating such a commission. But the
Republican Party was the first to declare in favor thereof. At
its convention, which convened at Chicago in. June, 1912, its
platform contained the following deelaration:

In the enforcement and administration of Federal laws governing
interstate commerce and enterprises impressed with a public use en-
gnged therein, there Is much that may be committed to a Federal trade
commission, thus placing in the hands of an administrative board many
of the funecticns now necessarlly exercised bv the courts. This will
promote prompiness in the administration of the law and avold delays
and technicalities incident to court procedure.

In August following the Progressive Party followed the lead
of the Republlican national convention and placed in its platform
a declaration as follows:

We therefore demnnd a strong national regulation of Interstate cor-

ation. * * * To that end we urge the establishment of a strong
‘edernl administrative commission of high standing, which shall main-
tain permanent supervision over industrial corporations engaged In inter-
state commerce.

The National Demcceratic Party has never in any of its plat-
forms declared in favor of the ereation of a Federal commis-
sion to have supervision and jurisdiction over concerns en-
gaged in interstate business, However, President Wilson, speak-
ing for his party early in this session of Congress, came before
a joint session of both Houses and delivered a message in
which he recommended the creation of such a commission.
President Wilson has led a Demoeratic Congress along a line
directly oppesed to the traditional idea of the Democratic
Party as to the extension and eulargement of Federal jurisdic-
tion and power. :

Now, Mr. Speaker, I am highly gratified that this great meas-
ure upon which we are about to take a final vote and which
will soon be enacted into law is in many respects along the line
which I tried to blaze out as best I could. [Applanse.]

1 wish to make a comparison between the prominent features
and principal provisions in this bill No. 15613, and upon which
we are about to vote, and the provisions of the bill which I first
introduced on the subject in the Sixty-second Congress, IH. R.
18711.

Here is a comparison between the essential provisions of
H. R. 15613, as found in the report of the committee of confer-
ence, with the provisions of H. R. 18711, introduced by myself
in the Sixty-second Congress, second session, on January 25,
1912:

2. Merges Bureau of Corpora-
tions into the Federal commission.

3. Prohibits in general terms un-
fair competition, but does not un-
dertake to define whgt is unfair
competition or to prohibit specifie
fcts or practices constltuting un-
fair competition,

4. Gives the commisslion author-
ity and jurisdiction to hold hear-
ings, make findings, and Issue or-
ders prohibiting industrial con-
cerns from engaging In a practice
:\ig:]ch constitutes unfair competi-

5, Gives the United States court
authority and jurisdiction to re-
vlew, modify, or overrule orders of
the commission.

6. Gives the commission author-
ity to _enforce its orders through
proceedings in the United States
court.

7. Gives commission access to
the books of Industrial concerns
engaged In commerce, to make In-
vestigations, to  require reporis,
and, In general, to enforee the pro-
visions of the act.

8. Makes findings of the com-
mission as to the facts, if sup-

2, Merges: Bureau of Corpora-
tions into the Federal commission,

3. Pirohibits in general terms all
unfair practices and methods which
are unjust, unfair, or unreason-
able, but does not undertake to
define what are unfalr practices or
unfair methods In competition or
to prohibit specific acts or prac-
:{cm which are unfair in competi-

on.

4. Gives the commission author-
ity and jorisdiction to hold hear-
Ings, make findings, and make or-
ders prohibiting industrial  con-
cerns {rom engaging in a practice
or from using methods which are
unjust or unfair and which would
constitute unfair competition,

0. Gives the Unlied States court
authority and Jjurisdiction to re-
view, modify, or overrule orders of
the commission.

6, Glves the commission anthor-
ity to enforce its orders through
proceedings In the United States
court.

7. Gives commission accezs to
the books of industrial concerns
eneaged In commerce, to make in-
vestigations, to reguire reports,
and, in general, to enforce the
provisions of the act.

8. Makes findings of the com-
mission as to the facts conclusive.

The following are the essential
features or provisions of . R.
15613, as appears in the report of
the conference committee:

g.d dt\ Fede;l}l: cumn:ltsslonl i? cire—
at 0 Supervise an ate in-
dustrial concerns enzﬂﬁ?n inter-
state commerce,

The following are some of the
essentinl features or provisions of
H. R. 18711, introduced {in the
Sixty-second Congreas by myself,
Japuary 25, 1912:

1. A Federal commission Is cre-
ated to supervise and regulate in-
dustrial concerns engaged in inter-
gtate commerce. >

ported by testimony, conclusive.

I do not wish to be misunderstood. House bill 18711, Sixty-
?emnd Congress, contains some very important provisions not
in House bill 15613. I do not, of course, intimate that anyone
has copied from my bill; but I simply desire to call the atten-
tion of the House to the fact in initiating a piece of constructive
legislation admitted by all to be upon a most important subject,
the bill which I presented contains all the essentinl features of
the law that is to be placed upon the statute books, only after
the committees of both Houses have held extensive hearings
and every provision of the bill has been thoroughly discussed in
both the Senate and the House. I myself desire to compliment
the Committee on Interstate and Forelgn Commerce. In all
the mass of matter and ideas presented, they have presented a
carefully prepared bill, free from objectionable provisions, and
yet comprehensive, clear, and practicable,

On the 20th of February, 1912, I stood in this House in my
modesty and made a speech advocating the creation of a Fed-
eral commission to regulate industrial concerns engaged in
interstate commerce. I attracted no attention, of course. But
there it is in the Recorp, showing that I was the first to advo-
cate in this House the creation of a Federal trade commission.
[Applause.]

In reeciting the history of my efforts in favor of the creation
of a Federal commission to regulate interstate industrial com-
merce I wish to quote a short paragraph or two from that
speech delivered in the House on the 20th day of February, 1912,
I said (see CoNGRESSIONAL IREcorp, Feb. 20, 1912) :

Let us keep the fire of competition burning brightly and brilliantly in
every industry and In every section of our country ; but should the flame
of competition in any industry grow dim, or should it, under siress of
monopolistic power, become extinct, lct us not leave the people In dark-
ness and despair,

Let us create a great Intersinte corporation commission, clothe It
with nmple power and jurisdiction, and direct it to proceed forthwith
to bring our gizantic Industrial corporations Into subjection. To guide
these great business Institutions in eonducting their business let us
prociaim by legislative enactment that their prices must be reasonable
and just; that all must be given like privileges and advantages; and
that the Natlonal Government will not tolerate practleces or methods
in business that are unfair, unjust, or unreasonable, or that are against
public policy or dangerous to the publie welfare,

By so doing we will have promulgated a higher law for the guldance
of our lgantic industrinl corporations engaged in interstate commerce ;
we will have set in motion the governmental machinery that will be
able to cope with these great corporations; and we will have put the
people and the corporations upon a highway that will lead them to
reconcillation and unite them in an effort to bring to our country a
relgn of Industrial peace, which is essential to our industrial prosperity.
[Applause.]

Since the introduction of my original bill on this subject in
the Sixty-second Congress I have contributed in every way I
could in securing the enactment of legislation along this line.
On the convening of the Sixty-third Congress I reintroduced my
bill, It was referred to the Judiciary Committee. Wkhen this
committee decided to hold hearings on antitrust legislation I
had the honor, potwithstanding the fact that I was a member
of that committee myself, to make the first argmment in those
hearings in behalf of the bill which I had introduced. The
printed hearings comprised about 2,000 pages, and on the first
page of the first volume will be found the beginning of my re-
marks, and it so happened that on the last page of the second

e
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volume will be found my minority report on the Clayton anti-
trust hiil. Later the bills relating to a Federal trade commis-
sion were referred to the Committee on Interstate and Foreign
Commerce. The committee did me the honor to listen for
nearly two hours while T did the best I could te convey to the
committee my ideas on proposed legislation for the regulation
of our great business concerns. When the Federal trade com-
mission bill came before the House I offered a number of
amendments and advocated their adoption. While none of my
amendments were adopted, I take pride in the fact that some of
the ideas which I presented were incorporated in the bill as
amended by the Senate and as further modified by the reports
of the committee on conference as we have in the biil before
the House to-day.

I presented I =aid:

The amendment is drawn on the iden that some place along the line
Congress will prohibit in general terms uunfair competition and unfalr
discrimination, Then, of course, unfair eompetition or unjust diserimi-
nation would be unlawful

On examination of section 5 of the bill as presented by the
couference report you will find that the language is in line with
ﬁy suggestion, because the first sentence of section 5 is as fol-

WS

That unfalr methods of competition in commerce are hereby declared
unlawful,

But this is not all. When the bill was under consideration
before the House I offered a substitute for section 11 of the
House bill. I wish to make a comparison between the amend-
ment which I offered and part of section 5 of the bill now under
consideration and which is soon te pass this House and become
a part of the law of the land. The provisions of section §
unquestionably constitutes the most important part of this bill.
Here is a comparison between section 5 of H. R. 15613 as ap-
pears in report of committee of conference and the amendment
offered by myself as shown on page 9842 of the CoNGRESSIONAL
Recoep of May 22, 1914 ;

In supporting one of the amendments which’

Bection § of H. R. 15613, as
appears in conference report in
part is as follows:

*“ Whenever the commission shall
have reason to belleve that any
soch person, partnership, or cor-
poration has been or is using
any unfair method of competition
in eommeree, and if it shall ap-
pear to tha commission that a

ing by it In respect thereof
wonld be to interest of the
public, it sbn!l issue and serve
upon such person partoership, or
corporation mm laint statin
its charges respect, a
containing a notice of a hearing
upon a day and at a place therein

Bubstitute offered for section 11
of H. R. 15613 as shown by Cox-
GRESSIONAL RECORD, page 9842,
May 22, 1914. The RecoRp in
part shows as follows:

* Mr, MomoAN of Oklahomna. Mr,
Chairman, I offer the foll aw!n!
amendment, which 1 send to the
desk and ask to have read.

“The Clerk read as follows:

“4Mr. MorGay of Oklahoma
offers as a substitute for sectlon
11, on nage 9, the following:

“T%8EC. 11. That when in the
course- of any investization or
throngh any other rellahle source
the commission shall obtain in-
formation that any corporation

fixed at least 30 da s after the
service of said compla *
1f upon such heurlng “the cam
mission shall be of the opinion
that the method of competition in
rnuestion is prohibited by this act,
it shall make a report in writing
in which it shall state its find-
ings as to the fact, and shall lssue
and caunse to be served on such
person, pantonership, or corpora-
tion an order requiring such per-
son, partnership, or ration to corporation to cease engaging in
cease and desist from using such said unfair compeutlon or prac-
methods of competition.™ T R

The measure does not go so far as I think it should. The
bill which I introduced goes much further; but as time goes
on, as we shall develop business along this line, you will find
that from time to time Congress will give this great com-
mission additional power, not to harass, not to destroy the
business of this country, but to give the business of this country
real liberty and freedom and to indicate to business the lines
which it shall follow and along which it ecan proceed.

In my judgment not in half a century has the Congress of the
United States enacted a law that is of egual importance to the
one we are now enacting. [Applause.]

The SPEAKER. The time of the gentleman from Oklahoma
has expired.

Mr. ADAMSON. Mr. Speaker, I yield to the gentleman from
Oregon [Mr. LAFFERTY].

The SPEAKER. The gentleman from Oregon [Mr. Lay-
FERTY] is recognized.

[Mr. LAFFERTY addressed the House. See Appendix.]

Mr. ADAMSON. Mr. Speaker, I yield to the gentleman from
Towa [Mr. TowNEr].
The SPEAKER. The gentleman from Iowa [Mr. TowNERr]

is recognized.

subject to the provisions of sec-
tion 9 of this act. in conducting
its businezs, Is usinz any unfair
ecompetition or practice, the said
corporation shall be cited to ap-
pear hefore said commission and
a hearing shall be had thereon.
If the commission shall find that
the sald corporation is or bhas
been engaged in unfalr competi-
tion or practice, it shall make
an order commanding the said

Mr. TOWNER. Mr. Speaker, I sincerely hope that this con-
ference report will be unanimously adopted. The bill as it is
now before the House is a beiter bill than at any previous
stage of its passage through the House and Senate. The
House bill was greatly improved, as I think, in the Senate,
and I am quite sure that the bill as it left the Senate was
greatly improved in conference,

I am very glad personally that some of the amendments that
I urged on the floor of the House have been adopted and are
now contained in the bill. Several of them of some impertance
have been ingrafted and are now in the bill. T shall not take
the time now to refer to them, because that would be self-
gratulation. I am very glad, indeed, at this time to give credit
to all of those who have taken part in this great act of con-
structive legislation.

Mr. Speaker, there are two very significant facts that are
made very strongly evident in the present stafus of this bill
which I think the House would do well to take to heart. The
first one of these is that it is best for the House, best for the
country, best for the interests of any party that may be in
control of the administration that there shall be in the formu-
lation of great constructive aets of this character the full and
complete concurrence and aid of all of the membership of the
ITouse. I congratulate the chairman of this ecommitiee. who
wias throughout active and with the utmost openness of mind,
with regard to the formation of this bill. The minority not
only had an opportunity to be heard, but it was also heeded in
the suggestions that were made.

I am very glad to pay my (ribute to the author of this bill
It is a great bill. We remember how that other great act of
constructive legislation along this line is known as the Sherman
antitrust law. I sincerely hope that this law, when it shall
have been placed on the statute books, will be referred to
throughout the years to come as the Covington trade commis-
sion bill [applause] so that the name of its distinguished
author will be indissolubly linked with it throughout the years
that it shall bless, as I believe it will, the country in its admin-
istration.

There is another thing we ought to learn in this regard, and
that is that these things are after all a process of growth and
evolution, and not of distinet creation. Take this bill in its
conception and see how gradually it has been evolved. Per-
haps there never has been a time when it would have been safe
to pass this Dbill until now. And that is not the only thing
that we should have in consideration. The progress of the
development is also dependent upon the roots that go back of
it, and that are found in the growth of public opinion, the
education and development of thought along those lines, That

-ean only come by the general enlightenment of a broad and

generous discussion, such as this bill has had, not only here on
the floors of the Congress, but also in the press, in the legal
journals, by publicists and jurists everywhere. All these have
made contributions to the present accomplishment. It was a
wise statesman who said that no Government dared break
utterly with its past; and if we shall seek for the roots of this
legislation we shall not find them in the introduction of this bill,
but in the events and discussions which preceded it. [Applanse.]

Mr. ADAMSON. . Mr. Speaker, I ask for a vote on the adop-
tion of the conference report.

The SPEAKER. The question is on agreeing to the confer-
ence report.

Mr. BATHRICK. Mr. Speaker, on that I demand the yeas
and nays.

The yeas and nays were refuosed, 13 Members, not a sufficient
number, seconding the demand.

Mr. GREENE of Massachusetts. Mr. Speaker, I make the
point of order that there ¥ no quorum present.

The SPEAKER. The question is on agreeing to the confer-
ence report. Does the gentleman from Massachusetts make the
point of no quorum present?

Mr. GREENE of Massachusetts.
gentleman I withdraw the point.

The gquestion was tuken, and the conference report was agreed
ta.

On motion of Mr. ApaMmsoN, a motion to reconsider the last
vote was laid on the table.

BIXTH INTERNATIONAL SANITARY CONFERENCE AT MONTEVIDEO,
URUGUAY,

Mr. ADAMSON. Mr. Speaker, I ask unanimous consent for
the present consideration of Senate joint resolution 166, nuthor-
izing the President to designate two officers connected with
the Public Health Service to represent the United States nt
the Sixth International Banitary Cenference of American States
to be held at Montevideo, Uruguay, in December, 1914, and

At the request of several
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making an appropriation to pay the expenses of said representa-
tives, and for other purposes.

The SPEAKER. The gentleman from Georgia asks unani-
mous consent for the present consideration of Senate joint reso-
lution 166, which the Clerk will report.

The Clerk read as follows:

Resolved, ete., That the President be, and he Is hereby, authorized
to n;I:polnt or deslgnate two officers of the United States connected with
the FPublle Health Service to represent the United States in the Sixth
International Sanitary Conference of American States to be held at
the city of Montevideo, Uroguay, in December, 1914, and to pay the
necessary expenses ot said representatives in attending said conference,
including the expenses of assembling the necessary data and of the

reparation of a report, the sum of $2,000, or so much thereof as may
necessary, ls hereby appropriated.

The SPEAKER. Is there objection?

Mr. MADDEN. Mr. Speaker, I object.

The SPEAKER. The gentlemian from Illinois objects.

! EXPLORATION FOR COAL, ETC.

The SPEAKER. Under the rule the House automatically
resolves itself into the Committee of the Whole House on the
state of the Union for the consideration of H. R. 16136, with
the gentleman from New York [Mr. Fitzeerarp] in the chair.

Accordingly the House resolved itself into the Committee of
the Whole House on the state of the Union for the consideration
of the bill (H. R. 16136) to authorize exploration for and
disposition of coal, phosphates, oil, gas, potassium, or sodium,
with Mr, Frrzcerarp in the chair.

The CHAIRMAN. General debate on this bill is limited to
four hours, one-half to be controlled by the gentleman from
Oklshoma [Mr. Ferris] and cne-half by the gentleman from
Wisconsin [Mr. LENRoOOT].

Mr. DONOVAN. Mr. Chairman, a parliamentary inquiry.

The CHAIRMAN. The gentleman will state it.

Mr. DONXOVAN. [Is this one of the bills that come under the
rule prohibiting debate on anything outside of the subject
matter of the hill?

The CHAIRMAN. The rule provides that all debate shall
be confined to the subject matter of the bill under corsideration.

Mr. ADAMSON. Will the gentleman from Wisconsin [Mr.
Lexroor] occupy some of his time?

Mr. LENROOT. 1 yield 80 minutes to the gentleman from
Illinois [Mr. TroMsoN].

Mr. THOMSON of Illinois. Mr. Chairman, when the ap-
pointments of Members to the various committees of the House
were made it fell to my lot to be assigned to the Commit-
tee on the Public Lands. Having always lived in a big city.
and having served as a member of its council or board of alder-
men for five years previous to my election to Congress. I had
become somewhat familiar with the problems of varlous kinds
that confront the people of the cities. But when it came to the
problems of the far West I was very much of a tenderfoot. I
trust, however, that the study and attention I have fried to
give these matters as they have come before our commiittee
may have removed me from that class.

I have found that these problems of the West, and particu-
larly those involving the public lands, though affecting the
interests of the people of the Western States directly, nlso
affect the interests of the people of the rest of the country,
and while that effect is in some respects an indirect one, it is
quite as vital as is the effect in which the people of Western
States are interesfed.

The fact is the problems involving the great natural re-
sonrces of our Nation are not local or sectional, and can not be
considered as such. The riches of the earth, with which these
problems have to do. such as coal, gas, oil, and other minerals,
as well as the menns of producing water power, are the prop-
erties, not of those who happen to live within the geographicai
unit in which these riches lie, but of the whole people of the
country. Therefore such legislation as may be proposed for the
development and use of these minerals and kindred things
shon!d have in view the best interests of the Nation as a whole
and not merely the local community.

My attitude toward the legislation which has been proposed
in connection with the problems involving our natural re-
sources can not be stated better than by quoting the paragraph
of the Progressive platform on that subject. It reads as fol-
lows:

CONSERVATION,

The natural resources of the Nation must be promptly develo and
generously used to supply the people’s needs, but we can not safely
allow them to be wasted. exploited, monopolized, or controlled against
the general good. We heartily favor the policy of conservation, and we
l'lle(lze our party to protect the national forests without hindering their
egzitimate use for the benefit of all the people.

Agricultnral lands in the national forests ares, and shonld remain,
open to the genuine settier. Conservatiop will not retard legitimate

maker,

development. The honest settler must receive his patent promptly,
without necdless restrictions or delays.

We Dbelieve that the remaining forests, coal and oil lands, water
powers, and other natural resourres still in State or Natlonal controh
except agrienltural lands, are more likely to be wisely conserved an
utilized for the general welfare if held in the public hands.

In order that consumers and Froducers, managers and workmen, now
and hereafter, need mot pay toil to private mono]mlles of power and
raw material, we demand that such resources shall be retained by the
State or Natlon and opened to immediate use under laws which wili
enconrage dprelo(])ment and make to the people & moderate return for
benefits conferred:

In particular we pledge our party to require reasonable compensation
to the ﬂmblic for watei-power rights herealter granted by the public.

We pledge legislation to lease the public grazing lands under equitable
provisions now peodinz which will Increase the production of food for
the people and thoroughly safeguard the rights of the actual home-
Natucal resonrces, whose conservation Is necessary for the
national welfare, should be owned or controlled by the Nation.

Generally speaking, these conservation bills, which have been
reported by our committee after weeks of very earnest con-
sideration, conform to the lines laid down in the Progresesive
platform on the subject. However, these matters are not only
neither sectional nor loeal in character, but they are also in
no sense partisan problems, and I would do or say nothing to
make them such. Our committee has been refreshingly free
from any partisanship in its consideration of these bills. While
in some matters the views entertained by different members of
the committee have been very widely apart, and while at times
our genial and very dble chairman, the gentleman from Okla-
homa [Mr. FErris], has been obliged to use a firm hand in
condueting - the commitfee’'s business and deliberations, par-
tisanship has never crept in or been evidenced by him in the
slightest degree. As the Progressive Party member of the
committee, I am very glad to give my hearty support to this
legislation which the committee has reported, and I trust that
all these bills, which came to the committee as administration
propositions, may be paassed and enacted into law by this
Congress,

The first of the conservation bills which were reported to the
House by our committee was the bill (H. R. 14233) providing
for the leasing of coal lands in the Territory of Alaska. The
actions of certain large and very powerful interests in this
country some years ago, by which they attempted to grab and
to fasten a perpetual monopoly on the immense coal deposits
of that vast Territory, necessitated the withdrawal of prae-
tieally all the remaining coal-bearing public lands of Alaska,
This brought all development of these lands, proper as well
as lmproper, to a standstill, That condition of things was, of
course, not the end sought. These natural resources should and
must be developed, but in a proper manner and in such way
as to serve the best interests of all the people.

As declared by the Progressive platform, I have believed that
the coal as well as the other natural resources of Alaska should
be opened to development at once. These resources are owned
by the people of the United States and are safe from monopoly,
wastie, or destruction only while so owned. 1 have believed that
these coal-bearing lands of Alaska should neither be sold noe
given away except under the homestead laws, and that while
the lands or their deposits remain in Government ownership
they should be opened to use promptly upon liberal terms re-
quiring immedinte and reasonable development.

Thus the benefit of cheap fuel will acerue to the people of
Alaska and doubtless also to the people of our Pacific Coast
States, The settlement of extensive agricultural lands in
Alaska will be hastened, and the just and wise development of
Alaskan resources will take the place of private extortion or
monopoly.

This bill, providing for the leasing of the coal lands of Alaska,
may be said to be a companion bill to the Alaska railroad bill
recently passed by Congress. It is the corollary of that billL
Proper transportation facilities are essential to the development
of the Alaskan coal fields, and the shipment of the product of
these mines would seem to be necessary for the snceessful and
profitable operation of those railroads. In providing for the con-
struction of a railroad in Alaska by the Government we have
struck from that Territory the shackles which were surely
being fastened upon it by those who were acquiring a monopoly
of the terminal facilities and the railroad lines.

By the withdrawal of the nnentered coal lands of Alaska in
1906 the fraud by which many sought to evade the laws and
tnke to themselves that to which they had no right was stopped.
But, as Secretary Lane said when he appeared before the com-
mittee in econnection with this bill, to continue that with-
drawal has been an act of cruelty to the people of Alaska anfd
an act of injustice to ourselves. This bill will open up tliese
lands to a wise and well-regulated development through a
lensing system.

There Is much high-grade coal in Alagka ns well as vast beds
of a lower grade or lignite, which is suitable for domestic use.
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While the Alaska coal output up to this time has been insignifi-
cant, the annual consumption in the Territory is over 100,000
tons. Most of this counl Las been produced outside of Alaska.
much of it being taken up there from the Vancouver Island
fields. This bill provides for the leasing of Alaska's coal de-
posits in areas of sufficient size to warrant the installation of
Jarge and modern equipment and the mining and marketing of
the coal upon payment of a reasonable royalty, while at the
same time small areas may be developed and mined without
charge for domestic needs.

The leasing periods provided for in the bill are indeterminate,
so that lessees may be willing to expend the money necessary
for the thorough equipment of a large mine. Provision is made
in the bill, however, for such an adjustment of the terms and
conditions of the leases at the end of Z0-year periods as may
meet materially changed conditions. :

The royalties provided by the bill assure the Government an
adequate return from lessees, and the rental provisions are de-
signed to insure reasonably continuous operation of the mines.

Preference in the surveying and leasing of the various known
fields is given to the Bering River and Matanuska fields. be-
cause they contain deposits of anthracite and high-grade bitu-
minous coals, some of which are supposed to be adapted to Gov-
ernment uses, and because those fields lie within comparatively
easy distance of rail and water transportation. In the other
fields, containing chiefly lower grade bituminous or lignite coals,
it has been deemed advisable to first make the surveys near
established settlements or existing or proposed transportation
lines,

The next bill to be considered, which has been reported to
the House by the Committee on Public Lands, is the bill H. R.
16136. 1t has to do with continental United States. It con-
cerns the development of our public lands containing coal, phos-
phate, oil, gas, potassium, or sodium. and. except as to coal, it
also applies to Alaska. This bill, like the Alaska coal bill, is
based on a system of leases and, in general, follows the terms
of the Alaska coal-leasing bill just referred to. I trust Con-
gress is going to approve the development of these lands
through leases. It certainly should not be our policy to limit
operations in coal, oil, gas, and the other things named to
those who have money enough to make the huge investments
that are necessary if the fields of operation must be owned in
fee.

This system of leasing the public lands to those who wish ‘o
develop the natural resources is bitterly opposed by some of the
Representatives of those States in which the public lands are
located. The general reasons for their opposition are voiced
in the minority views filed by Mr. TAYLOR of Colorado in con-
nection with this bill

In my judgment, these gentlemen are basing their objections
on a false premise. They are assuming that the public lands
and all the riches those lands contain, located within the
geographical limits of ‘heir States, are the property of the peo-
ple of those States. In his minority report on this bill Mr.
Tayior refers to these lands and their resources as “the re-
sources of the West,” * the rights of the Western States” “ our
lands "—meaning the lands of the people of:the so-called publie-
land States—* our resources,” *the natural resources of our
State,” and so on.

These things can not properly be designated In any such
manner. They are not the resources of the West, but, on the
contrary, they are the resources of the people of the United
States: they are not th  rights of the West. they are the rights
of the Nation; they are our lands and our resources, meaning
the lands and the resources of the people of every State in the
Union. no matter in which one of them the lands and the re-
gources may lie.

These gentlemen proclaim that the first States admitted into
the Union were given public lands and that the refusal of Con-
gress to follow that practice is unwarranted discrimination
against the West; that the East has uo right to voice a protest.
becanse the disposition of publie lands is a local issue. They
say that the former * Great An:erican Desert” belongs to the
States carved out of it, because they have developed parts of
it. nnd that it should be turned over to the so-called publie-land
States to be sold for their benefit.

Those who maintain this doctrine are in the minority, and I
believe they do not include the rank and file of the western
people, nor is it by any means frue, on the other hand, that
they are all from the public-land States.

In proof of the fact that those of our friends from the West
who, like the gentleman from Colorado, contend for State
ownership and ery out against Federal control do not reflect
the sentiments of some of their own people, I wish to call your
attention to a protest made over a year ago by some of the

people of the West, of Colorado itself, in fact, against this
misrepresentation of the Federal conservation policy. It is,
in part, in the following words:

A PROTEST AGAINST MISREPRESENTATION OF THE CONSERVATION POLICY
OF THE FEDERAL GOVERNMENT.

Dexver, Coro., February 14, 1913.

The intemperate statements concerning the Federal polliey of con-
servation which are being ?ublished in Lenver should not be taken as
representing the true sentiment of our people. However vehement
the demand for State ownership of all our public Iands may be, we are
pot going to take the advice glven by one of the speakers at a recent
luncheon, and “ throw the Federal officials out of Colorado.” Neither
will we tolerate, without protest, the spirit that induced the governor
to send a telegram to New York, in which be sajd that If President
Wilson should reappoint Mr., Fisher as Secretary of the Interlor it
“would be a slap In the face of every Colorado citizen.” The governor
ghould not forget, in his eagerness to advance the unreasonable land
Pollcy which he advocates, that he was elected by a minority vote.
There are many of his own political faith in the State who do not agree
uestion of conservation, Besides, he I8

with him upon the great
the national leaders of the Democratic

entirely out of harmony wit
Party.

The charﬁa. so often made, that our national comservatlon policy is
retarding the development of our State Is without any foun atlon in
fact. Upon the contrary, the harm is being done by those who so heed-
lessly and continuously misrepresent the efforts of the Federal Govern-
ment to protect the natural resources of our country for the present
and future use of all our people. The argument, so frequently ad-
vanced, that, becanse of our forest reserves, prospective settlers are
compelled to leave Colorado to secure farming lands elsewhere is
childish In its weakness,

L L] - - - - L]

It has been shown over and over again that no legitimate settler Ia
ever deprived of taking agricultural lands upon the forest reserves;
but those who have started out to make the national poliey of conser-
1t"aa.ttigtllz appear bad, because they want It to be bad, refuse to be com-
or «

L] - L] L - - L ]

The talk about retarding the development of our coal lands is on a
par with the rest of the argument put forth in favor of State ownership
of all public lands. If the Govermment held a few thousand acres of
anthracite coal lands in the State of Peunnsylvanlia, it might now be
able to lease some of it and break the worst coal monopoly that ever
existed in this or any other country. Enough coal has already gone
into the hands of private ownership in Colorado to supply the demands
of our people for 50 years to come, without drawing upon any other
source of supply. Only a small acreage of this is being operated at
the present time. But if anyone wants more coal land, he can still
lease of the Government or buy it at the Government price.

But of all the special interests that are most active in this effort to
break down the powers of the Federal Government in matters of con-
servation, the hydroelectric power companies come first. Ifere is the
greatest prize of all, for in its future development lle the power and
the heat that will unltimately turn all the wheels of industry and
supply the comforts of our homes, Once In the hands of monopoly,
what unearned inerement might not be forced from the people?

It has been sald by those who oppose Government .restrictions In
the use of water-power sites that such a monopoly would be impossible,
Let us call your attention to the fact that such a monopoly already
exists upon the Pacific coast, and that another Is being rapldiy formed
in Colorado, which is absorbing all the developed power sites in the
State. These companies care nothing for the average charge of 46
cents per horsepower per annnm for the first 10 years they nncup{
these power sites, or for the $1 ger anpum that is charged for each
vear thereafter. That is not what worries them. Tt is the fact that
the Government franchises under which they must operate reserve tha
rizht to rezulate the rates whepever they become excessive or burden-
some to those who must depend upon them for power or heat or light.
They do not fear the State and that is why they are all so earnestly
supporting the right of State ownership. i

Col. Bryan has well expressed the reason for this conflict between
the State and the Natlon In a recent speech at Kansas City upon
forest reserves and water-power sites:

“ My observatlon is that you very seldom have a conflict hetween the
State and the Natlon unless some Qrivaie interest Is attempting to
fzmore the rights of hoth State and Natlon. Back of this controversy
which we hear suggested between the State and Nation, you will find
the interest of the predatory corporation. that ls as much an enemy
to the people of the State as to the people of the Nation.”

No one knows better than these hydroelectric power ecompanies the
wenkness of State government when compared with Federal conirol.
In their ability to deceive the people as to thelr real purpose in this
contest lles their hope of success,

I'resident Wilson, in the February number of World's Work, sounds
this note of warning:

“YWhat Is our fear ahount conservation? The hands that are being
stretehed out to monopolize onr forests, to prevent the use of onr great
power-producing streams; the hands that are beind stretched into the
howels of the earth to take possession of the great riches that lie
hidden in Alaska and elsewhere in the incomparahle domain of the
U'nited States. are the hands of monopoly Are these men fo continue
to stand at the elbow of Government and tell us how we are to save
ourselves—from themselves? You can. rot settle the question of econ-:
aervation while monopoly ia close to the ears of those who govern.
And the qnestion of conservation ia a great deal hiecer than the gnes-
tion of saving our forests and our mineral resources and our waters:
it {s as biz as the life and happiness and strength and elasticity and
bope of our people.”

Jobn QGrass; Frank C. Gondy: B. P. Costigan; Joseph E.
Painter : American National Live Stock Associatlon, by
T. W. Tomlinson, secretary; Colorado Live Btock Asso-
ciation, by John Gratfan, secretary;: Hover ;

The Colorado State Forestry Assoclation. by W. G. M.
Stone, l;:regident: A. Lincoln Fellows: J. 8. Temnle;
Jesse MeDonald : Alllson Stocker; H. H. Fddy;

A. E. de Rlcgles; F. Tavlor: Delta County Live
Stock. Assoclation, by J. B, Killian. president: Cattle
and Horse Protective Assoclation, distriet No, 0, by
John E. Painter, president; George J. Kindel, Member
elect of Congress. .
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Those who oppose Federal control of the public lands may be
divided into three groups. In the first group are those who are
seeking the land for its timber, minerals, water power, or other
resources. It is not their desire to help the States; they seek
to benefit themselves. It is their plan to first loosen Federal
control, thus making it easier to get the land from the more
amenable State governments. On the pay roll of this group
are those who are employed to stir up sympathy for the “ State
rights” cause. They have been referred to by others as the
“ cheer leaders,” who from headquarters established in Wash-
ington and other points of vantage keep the public informed,
through the channels of publicity which they can control, that
the public-land policy established or proposed to be established
by the Federal Government is * unwise, unjust, and detrimental
and must operate to retard the best interests of the people of
the country and prevent the proper development of our natural
resources within the borders of the States of the great arid
West which have been struggling under the blighting influence
and effect of the shortsighted and runinous publie-land policies
of the Government.”

In the second group may be placed those who have been de-
nied free grazing and other privileges formerly permitted with-
ont restriction on the public lands or those who have had their
land entries canceled because of only a colorable compliance
with the law. These people have a “ grouch” against the Gov-
ernment because it has required them to live up to the law, and
they refuse to adjust themselves to new conditions and proper
regulations laid down for the Jisposition of these resources.
The settlement and civilization of that once wide-open country,
followed by the enforcement of law, have imposed onerous re-
strictions upon these old-timers, and, like the Indian who hopes
to again see buffalo graze where crops now grow, they long for
a return of the good old days when the boundless West was a
no-man's land.

The third group is eomposed of a few people who, like our
friend from Colorado [Mr. Tayror], honestly believe that the
“ State rights " eause is just. They do not approve of national
forests or any other permanent reservations made for future as
well as for present needs, maintaining that the land and other
natural resources of the Nation should be disposed of for the
benefit of the present generation. I presume those who are in
this class believe those who are to come after us should look
after themselves, *“ Why should we worry about them?" they
ask. Quoting one of our early statesmen, they inquire, *“ What
has posterity. ever done for us?"

It is these advocates of State control, some in one of these
clnsses and some in another, that do not like these leasing bills.

The corner stone of fhe argument of these gentlemen is to be
found in the following paragraph in the minority report filed
by the gentleman from Colorado [Mr. TayrLor].

Says Mr. TAYLOR:

In my judgment tha bill H. R. 16136 is in violation of the moral,
lezal, and constitutional rights of the Western States; in contravention
of the enabling act by which they were admitted into the Union, and
to that extent are unconstituti . I look upon this bill as absolutel
taking from the people of the arld West some of the most sacre

roperty and political rights they have, not only reversing the tradi-
glons of Ihis vernment for over a hundred years, but viclating the
very constitutional guaranties upon which those States were admitted
into this Union,

Coming from a lawyer, and ofie who has lived most of his
life in the public-land States, and who has rendered a service
extending through some years in the legislature of his adopted
State and who has been one of the Representatives of that
State in this House for several terms, such an argument is
nothing less than amazing. It is utterly annihilated by the
mere reading of the enabling aet by which his own State of
Colorado was admitted into the Union. If the gentleman knew
as much about the contents of that enabling act as one would
be led to believe he did from an examination of the minority
views he has expressed on this bill, he never would have
written the paragraph I have guoted, for he would know that
the enabling act in question provides in section 4 that the
members of the constitutional convention to be elected by the
people of Colorado—
ghall declare on behalf of the people of saild Territory, that they adopt
the Constitution of the United States; whereupon, the said convention
shall be, and it is hereby, anthorized to form a constitution and State
government for said Territory: Provided, * * * That sald con-
ventlon shall provide, by an ordinance, irrevocable without the consent
of the United States and the pe«:gle of said State: = ¢

Secondly. That the people inhabiting said Terr!to&ya do ree and
O e uan e To i, it ;u“mﬂ:gfﬂ::r% e G A

jated public s lying o .
fhr: lr ge m?i remain at the sole and entire disposition of the Unlted
Btaten, & '* ' *

This enabling act was passed by Congress and approved
March 3, 1875, and is to be found in volume 18, United States
Statates ot Large (part 3), page 474.

The constitutional eonvention of the State of Colorado met
at the city of Denver on the 19th day of December, 1875, and I
would suggest to the gentleman from Colorado that if he will
examine the proceedings of that convention for the afternoon
session of February 3, 1876, reported on rage 233 of the official
report of those proceedings, he will find the following:

On motion of Mr. Kennedy, the ordinance as amended was adopted
by-the convention in the words following :

ORDINAXCER.

““In conformity with the requirements of an act of the Congress of
the United States entitled ‘An aet to enable the people of Colorado to
form a constltution and State government, and for the admission of
said State into the Union on an equal footing with the original States,”
approved March 3, A. D. 1875, on behalf and by the authority of the
peaple of the Territory of Colorado, this convention, assembled in
pursuance of said enabling act at the city of Denver. the capital of
sald Territory, on the 109th day of December, A. D. 1875, does ordain
and declare: * % =

“ Becond. That the people inhabiting the Territory of Colorado, by
their representatives in said convention assembled, do agree and declare
that they forever disclaim all right and title to the unappropriated
public lands lying within said Territory, and that the same shall be
and remain at the sole and entire disposal of the United States, ® & #

“Third. That this ordinance shall be irrevocable without the con-
sent of the United States and the people of the State of Colorado."

A duly certified copy of that ordinance and of the constitution
adopted by the convention was forwarded to the President of
the United States, whereupon the latter official issuew a procla-
mation in which he recited the act of Congress referred to and
the action of the convention in adopting the constitution and
ordinance called for by that act and declared and proclaimed—

The fact that the fundamental conditions imposed h{ Congress on
the SBtate of Colorado to entitle that State to admission into the Union
have been ratified and aceepted, and that the admission of the sald
State into the Union is now complete,

Therefore if Congress elects to lease the public-land resources
located in the State of Colorado, under proper terms, it cer-
tainly is wholly within its legal and constitutional rights and is
not violating any right of that State or of its people, the gentle-
man from Colorado [Mr. TayrLor] to the econtrary notwith-
standing. In so doing Congress will be exercising no right
which is “in violation of the moral, legal, and constitutional
rights” of his State as Mr. Tavror contends in his minority
report filed on this bill, but a right that Congress expressly
retained as a condition precedent to the admission of Colorado,
and to which the people of that State have expressly and
specifically agreed.

What I have said about the enabling act and the proceedings
of the constitutional convention of the State of Colorado is
likewise true as to every public-land State in the Unlon with two
exceptions, and in the cases of those two States the acts of Con-
gress admitting them into the Union expressly grant certain
lands to the States and then provide that they shall not be
entitled to any land within their borders other than that ex-
pressly granted to them in those acts.

These clauses in the enabling acts of the new States, to
which I have referred, have been declared valid by the United
States Supreme Court in a number of cases. In Coyle v. Okla-
homa (221 U. 8., 559) the court holds that Congress may em-
brace in an enabling act conditions relating to matters wholly
within its sphere of powers, such as regulations of interstate
commerce, intercourse with Indian tribes, and disposition of
public lands, but not conditions relating wholly to matters
under State control, such as the loeation and change of the seat
of government of the State. ;

Of course Congress only possesses such rights as have heem
expressly granted to it by the people through the Constitution.
In making such disposition of the public lands as it sees fit
Congress is within its rights as thus laid down in the Constitu-
tion, section 3 of Article IV of which says:

The Congress shall have power to dispose of and make all needful
rules and regulations the territory or other property be-
longing to the United States.

The remaining sentence of that clause or section, which
reads—

And nothing In this Constitution shall be so construed as to prejudice
any clalms of the United Btates or of any particular State—
does not alter the situation, as claimed by the gentleman from
Colorado, for the States have no elaims which are or can be
prejudiced by such a construction of the Constitution as in-
volves the leaging of the public lands.

On page 6 of his minority views Mr. TayLor makes the fol-
lowing statement:

No matter how loudly and vigorously and mPent»d!y it may be pro-
elaimed that these lands * belong to all the people,” the fact remains that
when those States were admitted to the Unlon the United States Govern-
ment entered Into a solemn compact with each of them that the lands
within their borders should be expeditionsly and In an orderly manner
d of to the settlers and be allowed to go Into private ownershi
to help maintain the Btate government, and Congress no mor
legnl, or conmstitutional right to repudiate or violate that agreement
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The only “solemn compact” made with these States by the
United States Government “when those States were admitted
to the Union’ was the enabling acts passed by Congress at the
time of the admission of each of them. Not only is there no
such agreement, ag Mr. Tavror claims, contained in any of
those aets, but, on the contrary, the “ solemn compaects” thus
enteredd into by the United States Government and the new
States provides expressly, as I bave pointed out, that the peo-

.ple of the States shall have no right or title to these lands,

but that they shall be and remain at the sole and entire dispo-
sition of the United States Government,

Rut probably the gentleman from Colorado bases his state-
ment whieh I have quoted on the fact that there was a * solemn
compact” that when new States were admitted into the Union
they were to come in having equal rights with the original
States, and his contention is that the new States do not have
such equal rights unless all the public lands within their
borders are allowed to pass into private ownership.

Let us see about that, During the period of the Revolution-
ary War the most important internal problem was the disposi-
tion of thie unapproprinted lands claimed by some of the States
in the Federation. The question then was what to do with
these lunds in the event of the successful termination of the
war. It was feared that this problem would lead to fatal dif-
ferences and jealousies. The States not containing any con-
siderable quantity of unappropriated lands contended that as
the war was waged with united means, with equal sacrifice,
and at common expense, these lands ought to be considered as
common property and should not be exclusively appropriated
for the benefit of the respective States in which they were
located. The landed States, however, argued that each State
was entitled to the whole of their territory, whether public
land or privately owned. To check the progress of discontent
ind to avoid the serious consequences to which the guestion
might lead, Congress recommended that the States make ces-
slons of the unappropriated lands to the Federal Government,
and on Oectober 10, 1780, Congress passed a resolution provid-
ing * that the unappropriated lands that may be ceded or re-
linquished to the United States by any particulur State pursnant
to the recommendation of Congress of the Gth of September last
shall be disposed of for the common benefit of the United
States,” and further on the same resolution provides * that the
said lands shall be granted and settled at such times and under
such regulations as shall hereafter be agreed on by the United
States in Congress assembled.”

In conformity with the recommendation of Congress, the sev-
ernl originnl States containing unappropriated lands made ces-
stons of them to the United States. The object of these
c¢essions, as declared in the articles of cession, was that the
f‘eded lands should be Leld for the common benefit, * and shall
e faithfully held or disposed of for that purpose, and for no

., other purpose or use whatever.”

Thus by a common agréement the original thirteen States
established the first publie domain by grants of lands from the
States to the Federal Government. These grants aggregated
250,171,787 neres.  The establishment of this public domain was
the tie that bound the original States together into the Union.

This first public domain lay north and west of the Ohio
River—the Northwest Territory—and south of the Ohio and
east of the Mississippl—the Southwest Territory. In the States
formed out of these ceded linds the public domain is now so
small as to be almost negligible.

It is diffienlt to find any valid claim for any of our States
of the West to the public lands within their boundaries when we
remember {hat, excepting the State of Texas, all the land west
of the Mississippl River was bought and paid for by the Federal
Government before most of the Western States were occupied
by white men. These lands cost the Government a total of
nearly three-fourths of a billion dollars. Not a dollar of this
money was pnid by any one of the States. It came out of the
Treasury of the United States, money obtained from taxation
of all the people.

Thus the Federal Government acquired its vast territory,
since made into the States not incinded in the original thirteen,
by cession of a small part and direct purchnse of the largest
part. No one ever hears any of these “ State rights" advo-
cates, in their clamor to have the Government turn these lands
over (o the States, suggest that a proportionate share of the
cost or the present value of these lands be paid by those States.

Mr. JOHNSON of Washington. Will the gentleman yield?

Mr. THOMSON of Illinois. I yield to the gentleman for a
question.

Mr. JOHNSON of Washington. Does not my friend admit
that all of the country known as the Oregon Terrilory came
into the Union through discovery by Americans, and then

through ocenpation and defense by the American people living
in that country and not through any cost to the United States?

Mr. THOMSON of Illinois. No; I will not admit that. That
is not my understanding of it at all.

Mr. JOINSON of Washington. Does not the gentleman ad-
mit that the discovery by Capt. Robert Gray and his putting
into the Columbia River and info Grays Harbor laid the founda-
tion which made that United States territory? 2

Mr. THOMSON of Illinois. My recollection of it is that all
that territory came in through purchase.

Mr. JOHNSON of Washington. It was claimed by Great
Britain for a great many years. and at one time “ fifty-four
forty or fight” was a campaign ery.

Mr. THOMSON of Illinois. Our recollections may differ on
this question., I do not want to take the time to discuss it
further.

It is interesting to note the nttitude of the Government toward
its public domain as new States were settled and admitted into
the Union. History does not bear out the assertion that it was
the policy of Congress in the early days to give all the public
lands to the States. Vermont, originally a part of New York,
was the first State admitted into the Union (Feb. 18, 1791),
and Kentucky, the second State, had been a part of Virginia.
Neither Vermont nor Kentucky had any publie lands within
their boundaries.

There were less than 45,000 acres of public land in Tennessee,
the third State, when it was admitted on June 1, 1796. This
small area was too scattered to be administered by the Federal
Government and for that reason the Government gave it to
the State. As a comparison it may be stated that the two
States recently admitted each received grants of more than
12,000,000 acres.

Texas was a Republic—not a Territory—with a form of
government for 10 years prior to annexation in 1845. The
area it covered was never a part of the public domain of the
United States. It embraced no lands ceded by any of the 13
original States nor was it a part of the area bought and paid
for hy the United States or acquired through conguest. When
Texas came into the Union the State already owned all the
land the Republie had wrested from Mexico.

The fourth State admitted was Ohio. This was the first
State formed out of the * Northwest Territory.” The aect of
admission reserved to the Federal Government all the public
lands within the State. And every State admitted since Ohio
has had similar language written into its enabling act. More-
over, the constitutions of all these States admit, in no uncer-
]t.aliu1 language, the Federal Government's title to the public
ands.

Therefore in inserting the clause to which I have ealled at-
tention in the various enabling acts of the new States Congress
has simply claimed a right to deal with and dispose of the
publie lands similar to that right which the original 13 States
granted to their Continental Congress as to their lands of like
character, and in now making such disposition of the public
lands as it pleases, whether it be by convering in fee or by
leasit 7, and thus conveying only a qualified title, Congress
is not taking from the State in which the lands are located
any right ever possessed by any other State nor is it failing
to accord that State equal rights with the original States and
all the other States of the Union.

That these enabling acts did not contemplate that all these
public lands should go into private ownership is further indi-
cated by another clause, providing that 5§ per cent of the pro-
ceeds of the sales of agrienltural public lands, which shall be
sold by the United States subsequent to the admission of these
States into the Union, shall be paid to the States for the pur-
pose of making internal improvements, and then the enabling
acts go on to say:

Provided, That this section shall not apply to any lands disposed of
under the homestead laws of the United States or to any lands now or
hereafter reserved for public or other uses,

The issue of State or private ownership versus Federal owner-
ship and control of these public lands and natural resources is
not a new one, as I have endeavored to show. Not only was it
practically coexistent with the establishment of our Govern-
ment, but since then, as our country has developed westward,
periodically this old slogan of *“ State rights™ has been resur-
rected by those who desire State control.

This question became a national issue in the thirties, after
Illinois, Ohio, and other States formed out of the public lands
had been admitted into the Union. The guestion was the most
important one before Congress for several years. Those new
States clamored for the right to own and dispose of the un-
appropriated lands within their boundaries.

The Federal control of public lands was ably defended by
such farseeing statesmen as Webster and Clay. During the
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progress of Webster's celebrated reply to Hayne on the public-
land question, he said in part:

The public lands are a fund for the use of all the people of the
United States; and while 1 wish that this fund should be administered
in a spivit of the utmost kindness to the actual settlers and the people
of the new States, I shall consent to po traffic of it, no waste of it, no
cession of it, no diversion of it in any manper from that general publie
use for which it was granted.

About this time a bill turning over the public lands to the
States was introduced in Congress. It was referred to the Com-
mittee on Manufactures, of which Clay was then the ehairman,
notwithstanding the fact that he remonstrated against the refer-
ence and insisted that the bill properly belonged to the Commit-
tee on Public Lands. He was then a candidate for President,
and the friends of the measure believed that he would not dare
injure his prospects as a presidential candidate in the new
western States by reporting adversely on the measure,

In a private letter, dated March 28, 1832, to Hon. F. T.
Brooks, Clay expressed his personal opinion of the issue in
unmistakable language. He =aid:

You will have seen the di tion made on Thursday last of my
resolution respecting the tariff. On that oceasion some developments
were mide of a scheme which T have long since suspected, that certain
portions of the South were sed toe purchase support to the anti-
tarif doctrines by a total ea ce of the public lands to the States
within which they are situated. It will fail in its object; but It ought
to be denounced * * *,

But they who had forced on him the duty of making this
report were astounded when it was given to the Senate. His
report on that occasion (April 18, 1832) is considered a master-
plece of statesmanship. Clay not only objected to the cession
without cost to the States, but he also objected to sales of the
public lands to the States for a nominal eonsideration. His
report, applicable in many ways to the conditions of to-day, is
in part as follows:

In whatever light, therefore, this t subjeet Is viewed, the trans-
fer of the publiz lands from the whele people of the United States, for
whose benefit they are now held, to the people inhabiting the new States
must be regarded as the most momentous measure ever presented to
the comsideration of Congress. If such a measure could find any
justification, It must arise out of some radical and incurable defeet in
the construction of the General Government properly to administer the

ublic domain. But the existence of any such defect is contradicted
y the most successful experience. No branch of the public service
has evinced more system, uniformity, and wisdom or given more gen-
eral satisfaction than that of the administration of the public lands.

If the proposcd cession to the new States were to be made at a falr
price, such as the Genoeral Government could obtain from individual
purchasers under the present system, there would be no motive for it
unless the new States are more competent to dispose of the public lands
than the Common Government. They are now sold under one uniform
plan, regulated and controlled by a gle lagislative authority, and the
practical operation is perfectly understood. If thaf were transferred
to the new States, the su uent disposition would be according to
laws emanating from various legislative sources. Competition would
probably arise ietween the new States in the terms which they would
offer to purchasers. Each State would be desirous of inviting the
greatest number of Immigrants, not only for the laudable 'Eurpose of

u]atlnfx rapidly its own territories, but with a view to the acquisi-
guu of funds to enable It to fulfill its engagements to the General
Collisions between the States would probably arise, and
their Injurious consequences mar be imagined. A spirit of hazardous
gpeculation would be engendered. Various schemes of the new States
would be put atloat to sell or divide the public lands. Companies and
combinations would be formed in this country, if not In foreign coun-
tries. presenting gigantic and tempthué but delusive ‘}:n-uject:u‘,i and the
history of legislatlon in some of the Btates of the Union admonishes
us that a too ready ear is sometimes given by a majority In a legisla.
tive assembly to such projects. -

The arguments of Clay against the passage of the bill were
so strong and so convincing that the advocates of the measure
refrained from asking a vote on it. Its defeat did not com-
pletely stop agitation, however. Losing the fight for the whole

Government.

pie, they still worked for a division of it. So, to appease their-

land hunger and quiet the clamor, Congress passed an act in
1841 granting each State 500,000 acres for the construction
of Internal improvements.

But for fear my * State rights” friends may think that these
authorities I have been citing are not up to date, I shall quote
from a more recent speech delivered at Denver, the ecapital
city of the State from which my friend Mr. TayrLor comes. This
address was delivered on October 7, 1912, and the speaker sald
in part:

Now, what Is very much in my heart, as T face a great assemblage

like this, is the question, Is there any political process which can set
this t people free from the thralldcm of monopoly? [Applanse,]
For If we can not escape monopoly, we can not set up a govern-

ment in the United States.

Mr. TAYLORR of Colorado.
from?

Mr. THOMSON of Ilinols. I will tell the gentleman in just a
minute.

Mr. TAYLOR of Colorado. I did not recognize anything of
the kind, and I wanted to know what it was.

Mr. THOMSON of Illinois. I will tell the gentleman in just
a mogent, being sure that the gentleman will be even more

What is the gentleman reading

interested in it when he finds out what I am reading from. The
address continues:

I want to ask gentlemen of this great western country, wh inter-
ested In its deve?:pmmt. to ask themselves what has sto:d ‘;nu;:lae wil_'r
of that development? You know that ome of the critical questions in
which you are Interested Is thamgnastton of conservation. You know
that you are fretful and dissatisfied becanse great forest areas, great
water courses, great miveral resources are held back from use by the
Government of the United States, and that your local development
seems to be checked by the stiff policy of restriction observed by the
Geafll;nglgntdat “t‘glnéngtnn_ £t at Washi thi

¥y does the Government a ashington preserv liey,
:rt!i: hm;t:_erbir!dt nhnld uncthntgg?alln]le?d Igecwsegtt(;:llgr% a,:-e :peclasl pfntgesg
¢ stretching on eir hands to monopolize these great resou
which the people of this reglon ought to e:JoJPoand to u;e— 5y

And here the reporter has recorded the fact that there was
extended applause—
and thé Government of the United States dares mot relax its gra
for fear these ‘?eeial wers that have beem built up by the speei
legislation at Washington should become the master of your develop-
ment and of the Nation's development itself,

Those are the words of President Wilson, who has no more
loyal supporter, I am sure, than the gentleman from Colorado.

But fo return to Mr. Tavror's minority report. On page 11
of the report the gentleman from Colorado states that no
national politieal party has as yet advocated the principles
laid down in these leasing bills, which are designed to keep
the natural resources of our country out of private ownership.
He quotes certain language from the npational platforms of
the Republican and Democratic Parties, which, in neither case,
touches npon this guestion definitely. Then he goes on to say:

The National Progressive Party during the last campalgn adopted a
plank In fts platform advocating the retention and control of these
resources by the Federal Government. They did not advoeate or say
anything about the “ leasing " af them for Federal revenue or otherwise,
but merely declared for the * retention ' of them by the Government to
prevent monopoly and encourage legitimate development.

My friend Mr, Tavyror could not have read the Progressive
platform with much eare. I do not see how he could have read
through even the paragraph to which he is referring, for if he
had he would certainly have found that the Progressive Party
advoeated something beyond this “ retention” of the publie
lands, and that following that sentence the platform goes on
to say that these lands should be—
opened to immediate ase ander laws which will encourage development
and make to the people a moderate return for benefits conferred.

How, pray, could these lands be retained by the Government
and at the same time opened to immediate use under laws which
will encourage development unless those laws provided for the
leasing of the lands where the title remained in the Govern-
ment and the development was provided for in the terms of the
lease?

Mr. TAYLOR of Colorado.
other interruption?

Mr. THOMSON of Illinois. Yes.

Mr. TAYLOR of Colorado. Has any Republican or Demo-
cratie platform in the history of this Government ever up to
this hour advocated the leasing system of the publie domain?

AMr. THOMSON of Illinois. That is not what the gentleman's
statement was. The gentleman's statement was that no party
had done so.

Mr. TAYLOR of Colorado.
question ?

Mr. THOMSON of Illinois, Not that T know of.

Mr. TAYLOR of Colorado. Even the Progressive Party did
not advocate the leasing of the public domain.

Mr. THOMSON of Illinois. On the contrary, they have done
that very thing. Just let me proceed a few lines further. Cer-
tainly such a party policy does not contemplate the turning of
all these lands and resources over into private hands, but if
the gentleman from Colorado eould have endured the dry read-
ing afforded by the Progressive platform long enough to get
to the next paragraph beyond the one to which he has referred,
he would have found the following:

We pledge legislation to lease the public grazing lands under equitable
provisions now pending, which will lnerease the prodoction of food for
the people and thoroughly safeguard the rights of the actual home-
maker. Natural resources, whose conservation is necessary for the
national welfare, should be owned or controlled by the Nation,

My friend Mr. Tavyror tells us in his minority report that
he is opposed to having the resources of the West—he should
have described them as the resources of the Nation—withheld

from private ownership. He says he does not like absentee

Will the gentleman permit an-

Will the gentleman answer my

Jandlordism.

Mr. GOOD. Will the gentleman yield?

Mr. THOMSON of Illinois. T will

Mr. GOOD. Just what position does the minority take on
this matter? What would they substitnte for the position of
the majority? I am unable to tell from the reading of the
minority report.
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Mr. THOMSON of Tllinols. Far be it from me to elucidate
the report or explain the position of the mintority. I occupy
somewhat the position of my friend from lown. I prefer to
leave that to be explained by the minority themselves.

Mr. GOOD. The gentieman being on the comniittee. T thought
he might be able to read between the lines. Reading the re-
port does not give us any information as to just what position
they do take.

Mr. THOMSON of Illinois. If I had the time I might try
to explain it. Farther on Mr. Tayror tells us that he and his
constituents prefer to be governed by their own people instead
of by rules and regulations promulgated from the city of Wash-
ington.

The gentleman from Colorado has not forgotten the fine ex-
ample of private ownership recently furnished by the Colorado
Fuel & Iron Co. in his own State. but he seems to have failed
to appreciate the lessons which that example teaches. Accord-
ing to Mr. Tavror's own statement, Mr. Rockefeller owns 40
per cent of the stock of this ecompany, which mines probably
20 per cent of the coal produced in Colorado and owns a still
greater percentage. There is private ownership; and Mr. Tay-
Lok tells us his people like it and are erying for more! These
people of the West would have none of the order produced by
regulations promulgated from the seat of their Government at
Washington, but we are told they want private ownership,
thongh it be accompanied by the riots nnd disorder produced by
regnlations promulgated from New York by certain absentee
landlords who never get out of Wall Street. We are told that
these people out there prefer to be governed by their own
people, and not by the Federal Government, at least until,
judging from recent events, their own people make such a
mess of it that they have to send forth a Macedonian ery for
help and have the Federal Government step in and stop war-
fare and bloodshed by the use of Federal troops.

I am unable to account for the logic of the people of a State
that are so consumed with a continual howling about their
“rights” that they untterly lose sight of the fact that they are
not a country unto themselves, but one of a family of States,
and that other members of the family have some rights, too, or
that there are mutual obligntions te be considered.

But Mr. Tavror tells us there is nothing in this leasing bill
we are proposing that wuuld prevent the operators of mines, if
they were tenants of the Federal Government, from acting ex-
actly as the mine operators of Colorado have been in the recent
disturbances there.

1t can not be that Mr. Tavror has not even read this bill!
If he has, he has forgotten some of its provisions. In the first
place, if the Colorado Fuel & Iron Co. was operating under such
a law as this bill proposes, its holdings would be limited to
25060 acres. so it would not be producing 20 per cent of the conl
output of Colorado, and it would therefore probably be without
the arrogance which goes with too much power. In the next
place, 1 would remind my friend from Colorado that the pend-
ing bill contains the following language:
exg'?:f:e ioefa ﬁaﬁ%ﬁghfgﬁﬂgm’ﬁﬂmﬂna&g ct:{lrz {': the ofwl ?i:%ﬂ: a}:li,;
property ; a provision that such rules for the safety and welfare of the
miners and for the prevention of undue waste as may be prescribed by
the Becretary shall be observed, and such other provisions as he—

The Secretary of the Interior—

may deem necessary for the protection of the Inferests of the United
Btates, for the prevention of monopoly, and for the safeguarding of the
public welfare.

And also the following: -

That any lease issned under the provislons of this act may be for-
feited and canceled by an appropriate proceeding in a court of compe-
tent jurisdiction whenever the lessee fails to comply with any of the
provisions of this aet, of the lease, or of the general regulations pro-
mulzated under the act and in force at the date of the lease. and the
lease may provide for resort to approprinte methods for the settlement of
disputes or for remedles for breach of specific conditions thereof.

In his minority report the gentleman from Colorade makes
much of the fact that a system of leasing certain of the pnblie
lands has been tried before in this country and, proving unsat-
isfactory, was abandoned. This leasing system covered certain
lead deposits in localities now inecluded in the States of Mis-
souri and Illinois. Mr. TayLor tells us he is a native son of
1llinois himself, so when he comes to appeal to those of us, his
brethren of that State, to save Colorado and the other present
public-land States from a revival of this vicious system, he
waxes elcquent and quotes Shakespeare to us.

There ean be no comparison between that old law and this pro-
posed law which ean lead to the conclusion which our friend
from Colorado would have us muke.

Even if the laws were the same or nearly so it could not be
said that a plan that did not work out in this country over a
century ago wlill not make a success to-duy. But the two laws

are totally different. The act of March 3, 1807, to which Mr.
Tavvror refers. merely snys that—

The President of the United States shall be, and is hereby, author-
ized to lease any lead mine which has been or may hereafter be dis-
;::er:-ed in the Indiana Territory for a period not exceeding five

A mere statement of that old law shows conclusively that
there can be no comparison made between it and the terms of -
the pending bill. Under that old law lead-mine leases were
issued under the supervision of the War Department, and the
United States reserved a royalty or rental of one-sixth of the
lead for Government use. Most of the discontent that grew
up under that law was not due to the operation of the law itself,
but snch an immense number of illegal entries of miveral land
got through some of the land offices that such operitors as had
leases refused to pay further rents or royalties. The experience
of the country’ under that law has nothing to do with the
guestion now before us. That law is as different from the one
suggested in this bill, as the conditions to be dealt with to-day
are diflerent from those obtaining a century ago, when that law
was tried. And, after all, it should be pointed out that coal
lands or coal deposits may still be acqunired in fee even after
the passage of the pendiang bill, for section 2 of this bill pro-
vides:

That coal lands or deposits of coal belomging to the United States,
exclusive of those in Alaska, may, unless an offeringz, an application for
offering, or an applieation for l,t,*nsc is pending bereunder, be acquired
In accordance with the provisions of sections 2347 to 2352, inclusive,
of the United States Revised Statutés and acts amendatory thereof or
supplementary thereto, or such lands or deposits may be leased as
hereinafter provided.

The third bill reported by the Committee on the Public Lands in
this group is H. R. 16673, known as the water-power bill. One
of the great problems before our country to-day is that relating
to its water power. The use of electricity and electrical power
is still in its infancy. In the next 50 years it is bound to
grow to tremendous proportions. It is contended by some that
such gnestions as the currency and the tariff are relatively
unimportant when compared with the question of the develop-
ing and harnessing of the water power of our country and con-
verting it into electrical energy for use by our people. That Is
a strong statement, but 1 feel it does not go too far.

In the hearings before our Committee on the Publie Lands on
this bill it was pointed out that engineers have estimated that
the total available horsepower in the United States has been
placed as high as 200,000.000. Of that possible development we
bave to-day about 6,000,000 horsepower created from water
powers,

The very heart of this problem is to be found in the sites
along the parts of strenms where there is sufficient fall in the
water to create power in commercial quantities, which sites are
suituble for the erection of dams.

Groups of men of wealth and power, foreseeing the tremendous
possibilities in this thing, have gone about acquiring and getting
control of these dam sites not for the purpose of developing all
of them. but with the object of developing some and preventing
the remainder from being developed by anybody else, thus
limiting the supply of the product, electricity, and giving them
a monopoly of it. As one of the greatest anthorities on the
subject, Mr. Gifford Pinchot. stated, in testifying before our
committee, * the essential danger in the water-power problem
is the concentration of ownership and control,” The bill H. R,
16673 seeks to avoid and prevent that danger, so far as dam
sites located on the public lands are concerned. It provides
for the leasing of these sites fcr periods not longer than 50
years.

The bill contains provisions which will insure prompt develop-
ment. good service, and reasonable rates to consnmers, and pro-
visions designed to prevent monopoly. It further contains pro-
visions whereby the people can take over the property and
plant of the lessee at the termination of the lense at n com-
pensation to be determined as provided in the bill or can lease
for another term to the same or a new lessee on lerms then
to be agreed upon.

One of the arguments made ngainst this bill by some who ap-
peared before our committee was that it provides for too much
Government control, snd that such a system hampers develop-
ment. The answer to that argnment is to be found in the fact
that about one-third of the total developed horsepower in the
United States has been developed or is under process of de-
velopment in the national forests where there has been Govern-
ment control of this matter for some time. During the past two
years 78 permits have been issued for water-power developments
in the national forests, calling for 728.300 horsepower cupacity
at low wuter, and this in spite of the fact that these are re-
vocable permits, as required by the present law, and in this
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respect extremely undesirable from the standpoint of the
investor. !

Uue of the vital provisions of this bill is contained in section
§, which provides that at the end of the term of the lease,
upon due notice having been given, the Government will have
the right to take over the property, upon condition that it—
shall pay * * * the actual costs of rights of way, water rights,
‘lands and interests therein purchased and used by the lessee in the
generation and distribution of electrical energy under the lease, and,
second, the reasonable value of all other property takenm over, including
structures and fixtures acquired, erected, or placed upon the lands and
included in the generation or distribution plant *= * #,

The water-power interests would have the Government, in
case it elects to tuke over the plant at the end of the term, pay
the reasonable value of all lands, rights of way, and water
rights, as well as of structures and improvements. But I be-
lieve that if the community is to take over one of these plants
it should not be required to bear the cost of the unearned in-
crement which it has itself created. The community—the Gov-
ernment—grants a lease of a dam site to a power company.
That lease carries with it not only the qualified title to the land
which it covers, but it also thereby furnishes the power com-
pany with the opportunity to engage in the business of trans-
forming water power into electrical energy and disposing of it
in that community. The real estate involved in the enterprise,
both that leased directly from the Government and that ac-
gqnired in other ways, increases materially in value by reason
of the growth of the community. While that growth is en-
hanced or made possible by the location of the power company
at that point, it must also be remembered that the opportunity
to engage in business there has come to the company from the
community as a privilege which necessarily goes with the lease.
Therefore the incrense in real-estate values incident to the com-
munities’ growth should inure to the benefit of the community
and not the power company. This makes the proper basis of
value to be placed on all real property and water rights taken
over by the Government at the end of the period, the actual
cost of that property and those rights to the company and not
the then fair value.

During the hearings on this bill our chairman, the gentleman
from Oklahoma [Mr. Ferris], illustrated this point very clearly
by asking the following question :

I own 160 acres of land in Oklahoma. T lease It to you for 10 years.
The day I lease it to you it is worth $3,000; the da our lease ex-

Ires, from your J}roper compliance with the terms of the lease, that
and has developed into a farm worth £10,000. Do you keep the $7,000
and return the $3,000, or do I get the $10,000 farm back?

Under such a leasing system as is proposed in this bill the
Government retains control of the dam sites and thus holds the
key to the entire situation and prevents these tremendously
valuable sites from getting into the control of those who at
least might, and, If we are to judge from past experiences,
probably would manipulate them for their own great financial
gain to the detriment of the public generally, who are really
entitled to these benefits themselves.

When we began the consideration of this bill in committee I
was in great doubt as to the wisdom of permitting these leases
to run for as long as 50 years. Our committee, fortunately, had
the benefit of the advice and suggestions of Secretary Lane,
former Secretary Fisher, and former Chief Forester Gifford
Pinchot. They all stated that this, in their judgment, was not
too long a term for such projects if the bill contained such
safeguards as it does. I was glad to follow the judgment of
men of such experience and public spirit as these men are in a
matter so fully within their experience and knowledge.

I believe the terms of these conservation bills safeguard the
interests of the public in the great resources with which the
bills have to do and insure fair returns to those who may invest
in projects of these kinds. Under such laws the development of
our natural resources should be prompt and would be upon a
fair and equitable basis to all concerned. I hope, therefore,
that all three bills may be speedily enacted into law. [Ap-
plause.] )
© Mr. LENROOT. Mr. Chairman, I yield 45 minutes to the
gentleman from Wyoming [Mr. MoNDELL].

Mr. MADDEN. Mr. Chairman, in order that we may have
some one here to listen to what the gentleman from Wyoming
will say, T make the point of order that no quorum is present.

The CHAIRMAN (Mr, RiorpaN). The gentleman from Illi-
nois makes the point of no guorum, and the Chair will count.
l\fter counting.] There are 58 Members present—not a que-
rum. The Clerk will eall the roll. -

The Clerk proceeded to call the roll, and the following-named
Members failed to answer to their names:

Aiken Austin Iiathrick Broussard
Aliney Barchfeld Beall, Tex. Brown, N. Y.
Anthony Bartiett Bell, Ga. Browning

Rulkley Gillett Lararo Roberts, Mass
Burke, Pa. Gocke L'Engle Rucker
Q}‘rnes. B.O; Gorman Losher Sabath
Calder araham, I11, Levy Seully
Campbell Graham, Pa. Lewis, Md, Sells
Cantrill Greene, Vt. Lewis, a, Bherley
Carlin Griest Lindquist Shrove
Carr Griffin Linthleum Slem
E::!lr:er ﬁuerﬁ?ey woft Smith, Md.
ary am McGillicudd. Smith, Samuel W,
(‘lancy Hamilton, N. Y, Mahan g Smith, N f‘ L0
Collier Harris Maher Steenerson
Connolly, Towa Iiarrison Mann Stephens, Tex.
Copley Haugen Martin Stout
Covington Helm Alerritt Stringer
Cris; Hensley etz Sutherland
Danforth Hinds Miller Switzer
Davenport Houston Morfﬂn. La. Tageart
Decker Howard Morin Talbott, Md.
Doughton Hoxworth Moss, Ind, Tavener
Dunn Hughes, W. Va.  Moss, W. Va. Taylor, Ala.
Qupré . Humphreys, Miss, Mulkey Taylor, N. Y.
I*:a.gan Johnson, 8. C. Murdock Towner
Eagle Johnson, Utah O'Hair Townsend
Edmonds Jones O'Leary Treadway
Elder Kahn Palmer Tuttle
Estopinal Kelley, Mich Parker Tnderhill
ivans Kent Patten, N. Y. Vire
Fairchild Key, Ohio Patton, Pa. Yollmer
Falson ess, Pa Payne Walker
Frss Kindel Peters Wallin
Finley Kinkead, N, J Peterson Watkins
Gallagher tchin Plumley Whitaere
Qardner Knowland, J.R. Pou Wilson, N. Y.
George Korbly Powers Winslow
Gerry Kreider Rainey Woodraff

The committee rose; and the Speaker having resumed the
chair, Mr. F1Tz6ERALD, Chairman of the Committee of the Whole
House on the state of the Union, reported that that committee
having under consideration the bill (H. R. 16136) to authorize
exploration for and disposition of coal, phosphate, oil, gias,
potassium, or sodium, and finding itself without a quornm, he
had caused the Clerk to call the roll, when 275 Members an-
swered to their names, and he presented therewith a list of the
absentees, i

The committee resumed its session.

Mr. MONDELL., Mr. Chairman, the bill before the House
is in some respects as important a piece of legislation as was
ever considered by Congress, important for two distinct reasons,
First, because it proposes what is, with the exception of some
experiments along somewhat similar lines many years ago, o
new and novel method of handling the public lands, and, second,
because this new and novel method affecting vast areas will,
establish conditions likely to profoundly affect the politieal and
industrial situation of the people of the region in which these
lands lie. The gentleman from Illinois [Mr. THoMsoN], who
preceded me and for whom I have the most profound regard
and respect, told us that he had never lived in a publie-land
region, that he had lived all of his life in a great city. What he
said after making that announcement was interesting ; consider-
ing his limited opportunity for information on the subjects in-
volved, I am not surprised that he has failed to fully understand
the attitude of most of our western people toward them. Since I
was a boy of 7 years, when I lived on an lowa homestead, I have
never lived, except as my duties have kept me in Washington,
anywhere except where I could almost daily see public lands,
could mingle with men who were developing them, and have
knowledge of the conditions under which they were being ac-
quired and improved. I think, therefore, I have had as wide an
experience with regard to the difficulties incident to the develop-
ment of the public domain as most any living man.

I approaclr this question, therefore, from the standpoint of
one who ought to know something about it. 1 approach it also
from the standpoint of a man who represents more of the people
dwelling within and more territory that will be affected by this
legislation than any man in the House. I imagine that the
State of Wyoming has perhaps more coal lands in proportion
to her area than any region in the Union, Pennsylvania not
excepted. We have nearly 100,000 square miles. Of that terri-
tory at least 20 per cent is underlaid with coal. No one knows
how much of our territory will eventually produce oil, but from
the northeast corner of the State, nearly 500 miles, as the crow
flies, southwest to the southwest corner, you ean unot travel any
considerable distance without finding oil indications. Oil pros-
pecting is going on in very widely separated parts of the State.
We are just beginning our development. We have been so far
removed from the markets that it has hardly paid to develop
in the past; but I expect that some day—and I think the men
who are best informed on the subject argee with me—that we
will produce more oil than any State in the Union, and that
ultimately we may produce as much conl as any State in the
Union, with perhaps the exception of Pennsylvania. At lenst

80 per cent of the lands containing these deposits are still publie
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lands. ¥We are therefore profoundly interested in this legisla-
tion. It means a new economic policy. affecting our greutest
industries. It means to a Inrge extent Federnl instend of local
pontrol. Tt means Federul ownership rather than private own-
ership, and he would (be a brave nmn who would aftempt to
forecast the wide-reaching political effect of such a change of
economic policy, carried on through the running of the years
and of the generations.

WESTERN VIEW MISUNDERETOOD.

The gentleman from Illinois [Mr. Tmomsox] does not feel
that we ef the Wast ‘have taken the proper view of our relation-
ship to these great sources of national wealth within the bounda-
ries of our State. The gentleman has carefully studied these
questions and be has brought to the study of them a clear mind,
an enrnest desire to understand them. He is not to blame if he
has failed, we think, somewhat to understand our sattitude. A
majority of the people of the West have not, I think. been in
favor of State ownership of all their lands at this time, even if
that could be bronght nbout. Most of the remarks of the gentle-
man from Illinois were predicated upon the proposition that
that was our view and doetrine. There has not been a time, In
my opinion, in my State when u majority of the people would
have been in favoer of the State tuking over all .of the publie

. lands if they hnd been offered to them. There are no doubt

many who would like to have had that done, but there are
also a large number who have felt that it would be too much
of a burden to sssume all af one time. As I ‘have said, the
cesson of all of the lands to the States has not been the desire
of the mnjority of the people of any Western State, so far as I
know, although there have been many ndvocates of it. The
people of the Western States have, on the contrary, been in
favor of the disposition of the public lands gradually under
carefully guarded laws. to the end that eventually we shounld
have established the snme system of private ownership that
exists throunghout the Union.

Our people have felt that was the only way we could be
eusranteed thnt equnl position in the Union which is onr
right. Personally I have long favored the retention by the pub-
lic of the title to at least a considerable portion of onr oil and
conl lands, and when 1 say the public I. mean not the Federal
Government, but the people swho under our form of government
were intended to have contrel over local matters. Tong since 1
should have been very glad to have supported a bill which would
have largely extended the opportunities of our State to lease its
oil and its coal lands, and so far as I have objected to Federal
Jense laws, my objestion hns been not to public ownership of
title. but to Federal ownership of title. I have feared that that
meant centralization, bureaucracy, control of loeal affairs from
a grent distance, and. finally. as this bill proclaims and declares,
that the communities in which these greant resonrces lie wonld
not obtnin any considerable part of the crenm of the values tnken
from them in the way of rovalty. The gentleman from Illinois
somewhat misjudged our attitude when he said in substance that
we resented that the representatives of the people of other
Stafes than publie-land Stntes should have something to say as
to what should be done with the public lands. 1 do mot think
there has been any such feeling as that among the men from
the public-land States. We renlize that the public lands are the
domnin of the United States; that it is the duty of the Cougress
to provide for their disposition as the Constitution puts it. and
that men from all parts of the country shonld contribute their
energy and their ability to a solution of these problems.

What we bhave mot liked is the sassnmption en the part of
some that we do not Know what is good for our people, an
assumption upon the part of some that western Members of Con-
gress were inclined to encourage the ensy acquisition of the
public domain and were not averse to its being acqnired in Inrge
tracts, and in their desire to see their region develop, were not
sufticiently mindfnl of the furnre. No one can be so vitally
interested in having the landed property of a region owned
and controlled and utilized in the general public interest as the
men who live in the country where the lands lie. In a way,
and in an important way, I insist that the people of these
Western States mre entitled to the benefits that acerne from the
development of these lands; not altogether the people who are
there now, but the people who may have the courage and the
industry and the inclination to come there and help develop
them. I do not believe that any part or parcel of them or the
income from them belongs to those who see fit to remain among
what are to them more satisfactory and congenial surronndings
elsewhere in other regions and then expect to win something
from the energy and the courage of the men whe have gone
farth to develop new regions.

Mr. GORDON. Mr, ‘Chairman, will it interrupt the gentle-
man if I ask him a question at that poiut? Y

Mr. MONDELL. Not at all

Mr. GORDON. Tbe gentleman concedes that the public lands
are the property of all the people of the United States——

Mr. MONDELL. Oh, as an abstract

Mr., GORDON. As a legal preposition.

Mr. MONDELL. Oh, well; I do not care whether you call
it legal or abstract, but whatever it is I shall not quarrel! over
the term.

Mr. GORDON. 1If that is true. then upon what theory does
the gentleman claim that they belong to the people out in Wyo-
gllf;cg’ for example, just because they got there first or saw it

Mr. MONDELL. I did not say they belong to the people now
there. The benefits belong to those who shall by their lubor
and energy make their resources available.

Mr. GORDON. "Well, the people who may come to Wyoming.

Mr. MONDELL. That Is it exactly.

Mr. GORDON. Where does the gentleman find any legal
authority for any such contention as that?

Mr. MONDELL. 1 do not find any legal authority for the
view some gentlemen take that they are to be allowed to remain
snugly and smugly somewhere down East and benefit from gov-
ernmental or other incomes from the toil. energy. and courage
of men who go to the frontiers and develop their resonrces. I
ta; not find any legal foundation for any such proposition as

at.

Mr. LEXROOT. Mr. Chairman, will the gentleman yield?

Mr. MONDELL. 7Yes. 3

Mr. LENROOT. Does the gentleman think there is any
legal bnsis for the stockholders of the Colorndo Iron & Fuel
Co. to draw income from lands in the State of Colorado?

Mr. MONDELL. Oh, I do not care to discuss the Colorado
Iron & Fuel Co. I do not live in Colorado; and that is entirely
aside from the guestion, and the gentleman knows that it is
entirely aside from the guestion.

er.? LENROOT. Mr. Chairman, will the gentleman yield
again

Mr. MONDELL. There are conditions of private ownership
that are not satisfactory. Further than that. the gentleman
knows that I am in favor of a proper plan of leasing, and that
1 have introduced bills on that subject. and that I have pressed
them before committees. But that does mot change the fact
that while there may be evils under priviate ownership—and
there are—there are still evils, the extent of which we can not
now measure. which may lie in the absentee landlordisin and
bureauerney which attends permanent Federal control. Now I
yleld to the gentleman.

Mr. LENROOT. The gentleman did not get the purpose of
my inquiry. which is that the people of the United States, repre-
sented by this Government, have exactly the same iegnl right
in the public lands that the stockholders of the Colorado Iron
& Fuel Co. have in the lands they hold under private ownership.

AMr. MONDELL. Well, I shall not discuss the legal end of
it. Wisconsin once belonged to all the Nation, according to
that legal proposition. My father lived there. It was a great
many yenrs ago, before there was a homestead law.

Mr. HULINGS. Mr. Chairman, will the gentleman yield?

Mr. MONDELL. But Wisconsin eventunlly .came to bslong
to the people who live in Wisconsin, and there is not anybody
anywhere under the fluig—any body of the public—drawing
roy:alties from Wisconsin.

Mr. HCLINGS. Will the gentleman permit an interruption?

Mr. MONDELL. Yes.

Mr. HULINGS. Was there ever any understanding that the
Innds in the territory included in the Lonisiana Purchase. after
States should be organized in that territory, should then beiong
to ‘the States and should be for the benefit of the people of
those States?

Mr. MONDELL. Well, it has always heen fhe theory of
our Government. and we have always proceeded on that theory,
whatever the abstract fact of law may be, that eventunlly the
Federal Government should part sith this title. But I said to the
gentleman that our people have not been demanding a cession
of lands to the Stite. On the contrary. 1 think a majority
of the people in my State have always been opposed to it. and
I think that is trne with respect to the people of most of the
other public-land States. Our peopile have not claimed that the
people there present to-day own all the wealth undeveloped in
our lands. Rut we resent the notion that we are to be ex-
ploited as a foreign province for the benefit of peopie wlo live
zob‘r,ue;vbere outside of our Commonwealths. That is what we

ect to.
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Mr. THOMSON of Illinois. Mr. Chairman, will the gentleman

yield?
The CHATIRMAN. Does the gentleman from Wyoming yield
to the gentieman from Illinois? -

Mr. MONDELL. I will

Mr, THOMSON of Tllinois. The gentleman has stated several
times that he is not contending that these natural resources
belong to the people in those States to-day. To whom does he
believe they do belong?

AMr. MONDELL. O, well, we have gone up and down and
all around that proposition a great many times.- The lands be-
long to the United States, and the United States, under the
Constitution, has the right to make laws for the disposition of
the lands. The Constitution does not say anything about hold-
ing on to them in perpetuity. Our people have finally admitted
or agreed or been coerced into agreeing that disposition may
mean long-continued control under lease.

Mr. THOMSON of Illinois. Mr. Chairman, will the gentle-
man yield again?

Mr. MONDELL. That is the theory of this bill.

Mr. THOMSON of Illinois. Will the gentleman yield?

Mr. MONDELL. Yes. .

Mr. THOMSON of Illinois. As I understand, the gentleman
believes in the Government policy of leasing these lands?

Mr. MONDELL. I do not believe unreservedly in the Gov-
ernment policy of leasing these lands, I believe in it simply
because we can not get a better policy at this time. As an
abstract proposition I do not believe that any central govern-
ment anywhere on enrth is or ever will be constituted so that it
can wisely and continuously control a great landed estate lying
2000 miles away from the seat of government. We accept
this—I do—first, because I do believe in the public retaining the
title to Inrge portions of these lands.

If I had my way about it I would provide for the gradual
transfer of these leases to the State as the Federal system
develops and as the State gets into position to care for the
leases. We can not do that now. It is impracticable at this
time, and this is the way to reach the condition that we should
WG luaieny arrive at.

But it is hardly worth while to discuss the abstract question
as to whether the people of the country generally own these
lands and own what they contain. This bill proceeds on the
theory that whatever we obtain from them shall be used in
that general country, because it provides that all the funds
shall go into the reclamation fund for the building of reclama-
tion works, and these reclamation works, with the exception of
those in Texas, are all of them in States that have a greater
or less amount of public land. It is not proposed to take the
proceeds of the rental of these lands and distribute them among
the people at large. So, as a matter of fact, the committee
accept in the bill the view that we have always held, and what
has largely been the basis of our legislation up to this time,
that whatever money or benefit accrued from the disposition of
the public lands should be for the use or benefit of the general
communities in which the lands lay.

Afr, GORDON, Ts not thet plain usurpation? Do you think
that is right, that they should appropriate those lands or the
value of them, and turn them over to those States? Is there
any legal authority for that?

Mr. MONDELL. We did that a long time ago.

Mr. GORDON. I know we did.

Mr. MONDELL. We did that in 1902. We apnropriated the
proceeds of the sale of pnblic lands to reclamadon purposes,
and the present distinguished leader of the majority [Mr.
Uxperwoon| was a member of the Committee on Irrigation, of
which I was also a member when we did that. He is a wise
Democrat in svme respects. He differentintes between the
moneys taken from the people by taxation and the moneys
which the Government receives as a fund from the disposition
of the public domain.

Mr. GORDOXN. What differentiation does he make?

Mr. MONDELL. He makes the differentiation that one is
taxes taken from the people, and it must be used, sp far as
we are able to jodge intelligently, for purposes which are
useful and beneficial to all of the people; that the public-lands
fund. on the contrary, always has been a fund for the diffusion
of knowledge generally

Mr. GORDON. Generally.

Mr. MONDELL. Well, we have gone that far in some cases.

Mr. GORDON. What is the difference, then?

Mr. MONDELL. But in the main, for the building up of
the region under the homestead law by grants for railroads
and wagon roads. by grants to the States as they, come into
the Tnion from the Territorial condition, and then finally in
the dedication, under the reclamation- fund, of all the pro-

ceeds to the development of the very region where these funds
are obtained. So that, after all, we do not very much differ,
taking the view which the committee has crystallized into its
legislation, as to who is eatitled to the benefit of the proceeds
of these leases of that general region. I want to discuss that
a moment later, because I do not approve of the disposition
the committee has made of the funds.

This Federal-leasing plan is a very big problem. Imagine,
if you can, the effect on the States of Pennsylvania and Illinois
to-day, those great oil and coal States, if all the oil and all the
coal lands in both those Commonwealths were in Federal own-
ership and were occupied under lease. There are a lot of
problems that would arise. The question of Federal police
power is one of them, and it is going to be one of the big
problems, and we have scarcely discussed it in connection with
this legislation.

Mr. JOHNSON of Washington. Will the gentleman vield?
Why does not the gentleman magnify the problem by adding all
of the Eastern States that have conl or oil or minerals, just to
show the enormity of the thing?

AMr. MONDELL. Of course that would be proper. I referred
particularly to those States because of their large mineral
areas and deposits, although they are also great manunfacturing
and great agricultural States. Take any State in the Union,

like my State of Wyoming, with coal in every portion of it and -

oil in every part of it. How long it will take we do not know,
but evéntually it will be largely developed and. under this bill,
largely under Federal control. If largely developed, there will
be a bureaucracy big enough to fill with joy the heart of the
greatest bureauerat in any of the Government departraents.

Mr. JOHNSON of Washington. It is likely to be greater than
the State itself in some cases.

Mr. MONDELIL. It is likely to raise and involve some ques-
tions that will more intimately affect large numbers of the
people than the activities of State government itself. Of course
my own opinion is that we will never reach that. I do not look
upon this class of legislation as fixing a permanent condition,
This is the beginning of a system of public control over certain
minerals, but eventually that public control will be vested where
it belongs under our form of government. The responsibility
will be placed locally. There will then be no possible complica-
tions with regard to police powers, beciuse the leises will even-
tually be in the hands of the States, the sovereignty which has
complete police control. We ean not do that now. We doubt
if conditions are ripe for the States to take hold of these great
areas.

Our communities have never goiten as much as they should
out of the mineral wealth they produce. There is many a re-
gion in the country that has been stripped of its oil and its
coal, where nothing is left behind in the way of permanent im-
provement to mark the passing of that great body of wealth.

It has taken our people a long time fo get accustomed to the
idea of Federal leases. We have had a good deal of experience
with Federal agents, and my friend from Oklahoma [Mr. FEg-
ris] rather twitted some of us the other day of not being good
citizens because things were said not altogether favorable to
the increase of Federal powers, agents, and agencies. No man
who ever stood on the floor of this House has so inveighed
against bureaucracy as he has, and I guess with reason. [Ap-
plause.] I have heard him say, I think, that it would be diffi-
cult to conjure up a more unsatisfactory condition than they
had when all of their lands and a large portion of their indus-
tries and most of their people were being controlled and cared
for and their affairs looked after by Federal agents. Being a
real red-blooded American, he does not like that kind of thing
any better than the rest of us do.

We will have quite a bit of it under such legislation as this.
Of course, we expect it will be quite different in many respecis
from what it is now before it becomes a law. If the majority
will not allow it to be amended here, we have consolation in
the fact that in another body a very much greater proportion
of the membership is from States whose interests are vitally
affected.

The plan of competitive coal leases with no preliminary pros-
pecting peried is seriously objectionable. The fact that the
measure gives no protection to those who may have already
undertaken development is another fault. The unfair disposi-
tion of the revenues is, from the standpoint of the States af-
fected, the worst of all.

IMPORTANCE OF THE SUBJECT.

The question of the future use and disposition of the public
lands containing coal and oil has been a very live one in the
Western public-land States containing such lands since the
first conl and oil land withdrawals and classifications, and
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becomes increasingly important as the need and demand for
the utilization of these lands and their products increases,

The coal-land withdrawals have been made, in the recent past
at least, primarily for the purpose of fixing a price upon such
lands in excess of the minimum prices of $10 and $20 per acre
fixed by law. When so classified and appraised the lands have
been restored to entry and sale under the coal-land law.

The classified prices have, however, been placed so high, run-
ning from the minimum to nearly $500 per acre, that these
prices, together with the interpretation placed on the provisions
of the law by the Intarior Department, have greatly discouraged,
and in many districts entirely prevented, purchases of coal lands.

In the ease of oil lands the withdrawals have been absolute
and so far permanent, and frankly with a view of persuading
or compelling Congress to enact soma law other than that now
on the statute books for their disposition.

The classification of coal lands at high prices and the com-
plete withdrawal of oil lands have therefore, through different
methods, ereated practically the same condition with regard to
both classes of lands, a condition of almost complete suspension
of development so far as public coal and oil lands are concerned.

It is but stating what is well and generally known to say
that the policy of withdrawal of oil lands and of classification
at high prices of coal lands has been pursued with a view of
furthering or compelling the adoption of a Federal leasing
policy as the only available way out of the intolerable condi-
tions which these policies produce.

WESTERN OFPFOSITION TO LEASING.

The people of the public-land States have not been generally
inclined to view with favor the inauguration of a Federal leasing
policy for a number of reasons, which for the purposes of this
discussion it is not necessary to discuss at length; I shall refer
briefly to some of them. Primarily the opposition to the inaugu-
ration of such a system has been due to the fact that, with the
exception of some unhappy experiences in the leasing of lead
mines half a century ago, such a policy is entirely new and
novel in our history, and there has been a widespread opinion
that such a system would have a tendeney to discourage develop-
ment by lessening the incentive for individuval enterprise.

Opposition to a Federal leasing system as applied to mineral
lands has also arisen out of the fear that any system that might
be inaungurated would lodge such wide discretionary authority
with officials at Washington, to be exercised in the main through
uninformed and arbitrary minor officials, as would render oper-
ations particularly by people of limited means and little influ-
ence difficult, uncertain, and expensive. There has also been a
deep-rooted suspicion, amounting almost to a conviction, that
the plan of Federal leasing would result in depriving western
communities in which the minerals proposed to be leased were
located of a considerable portion of ‘he revenues and benefits
which should be theirs in the development and use of their re-
sources.
~ To state very briefly the three classes of unfavorable results

which our people have most feared under a Federal leasing sys-
tem they are, first, the checking of development; second, the
establishment of a bureaucratic control, expensive and exas-
perating; and third, the loss of revenues and benefits by the
communities and States affected.

Those who have given these matters most careful considera-
tion in the regions affected have not been blind to certain ad-
vantages which acerue to States and communities under a proper
system of public ownership of certain classes of mineral land.
In fact, a number of Western States have profited and benefited
largely through the leasing of some of their mineral land and
the policy of leasing such lands rather than selling them has
grown in favor. The objections which have been voiced and the
fears which have been expressed have therefore been directed
not se much against the idea of publie ownership under a leasing
system as ageinst Federal ownership and leasing and for the
reasons I have stated. The public-land States, if ultimately
granted their coal and oil lands, which would be the best pos-
sible solution of the problem, would be glad to accept them
under condition that the title should remain in the States.

CHANGE IN WESTERN SENTIMENT,

As time has passed it has become more and more apparent
that without some decided change in public sentiment through-
out the country, not, apparently, likely soon to occur, the only
way of eseape from the condition of classification and with-
drawal which has existed for some time, and grows constantly
worse, was through the adoption of a IFederal leasing system.
Such a system has, under these circumstances, secured some
considerable support in the public-land States through the oper-
ation of a number of ecauses: First, through the disposition of
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those who desire to secure opportunities for development on oil
lands which have been withdrawn or coal lands which have
been priced beyond reason to accept almost any plan which
promises any sort of relief; second, through the influence of
those who have been impressed by the very general arguments
of the advocates of Federal leasing but who themselves have
given little through or effect; and, third, among the more nu-
merous class, among whom I subseribe myself, who, having
concluded that a system of retention of publiec coal and oil
lands in public ownership as to title has much to recommend
it, and who, being convinced that the inauguration of such a
system through loeal publie control is, for the present at least,
impossible, have been inclined to favor a Federal leasing system
for coal and oil lands, providing such a system ecan be secured
in such form as to obviate or largely minimize the objections to
such a system which I have outlined.

I have been the more inclined to favor the Federal leasing
system for coal and oil lands because of the fact that I have
discovered a disposition, as I have believed, on the part of
some advocates of such legislation and some of those who would
be charged with the administration of such legislation to give
consideration to the western viewpoint and to advocate and aid
legislation which promises to give us the maximum of the ad-
vantages which might acerue with a minimum of the disadvan-
tages and difficulties inherent in an administrative system hav-
ing to do with extensive and important industries and adminis-
tered through bureaus at long range.

LEGISLATION PRESENTED.

In this frame of mind, and with these objects in view, I infro-
duced some time ago House bill 11762, providing for the leasing
of public coal lands, and House bill 12246, providing for the
leasing of public oil lands. While I did not expect that these
bills would be reported, but took it for granted that bills intro-
duced by the chairman or some other majority member of the
Public Lands Committee would be the basis of legislation, I did
hope that the legislation reported would be of a character which
would command my support and that of other western Mem-
bers. I regret to have to say that the legislation on the subject,
which has been reported, is in many respects a great disappoint-
ment to me, and will, I fear, when fully understood, be a great
disappointment to many in the West, who had hoped for legis-
lation which they could support and approve.

The Committee on the Public Lands has, after giving the mat-
ter consideration, reported House bill 16136, a bill to authorlize
exploration for and disposition of coal, phosphate, oil, gas, potas-
sium, or sodium. In what I shall have to say in regard to this
legislation I desire to emphasize the fact that I appreciate the
difficulties under which the committee labored in drafting legis-
lation along new lines dealing with important subjects with
which the majority of the members of the committee could not,
in the nature of things, be personally familiar. I fully appre-
ciate the earnestness and the good faith with which the mem-
bers of the committee approached their task, and the eare they
gave to the consideration of the details of the measure. I
therefore sincerely regret I can not agree with them in the con-
clusions they reached.

WHAT THE BILL PROPOSES.

In the brief review which I propose to make of the bill I
shall not refer to all of the objections to its provisions, form,
and phraseology which occeur to me, many of which could be
cured by elimination and amendment, but shall confine myself
in the main to those features of the measure which seem to me
most highly important and fundamental. The bill is, in faect,
four measures in one. Its first section is general. The second
to eighth sections, inclusive, deal with coal; the ninth to
twelfth sections with phosphates; the thirteenth to seventeenth -
with oil and gas; the eighteenth to twenty-first sections with
potassium or sodium lands and deposits; the remaining 11 sec-
tions of the bill contain general provisions applicable to leases
covering the various deposits mentioned and lands containing
the same,

It seems to have been deemed advantageouns from a legisla-
tive standpoint to deal with all of these subjects in one measure;
the result has been that general provisions have heen adopted
which, while some of them may be properly applied to all of
the classes of leases contemplated, and some of them may be
wise and practicable as regards certain classes of the leases
contemplated, a number of them are neither wise, practicable, or
workable when applied to certain and important classes of the
lenses contemplated. If it was desirea and desirable that all
the legislation proposed with regard to mineral-land leasing
should be embraced in one bill, each subject matter should have
been completely treated separately, except for some few general
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provisions which might apply to all. The conditions surround-
ing oil-land development, for instance. and those surrounding
the mining of coal are so widely different, the various opera-
tions are of such essentially differing character, that it is im-
possible to frame general provisions relating to operations and
leases o dissimilar that will be wise and practicable as regards
all classes of leases.

While under the conditions of withdrawal which exist it is
perhaps wise to legislate for the use and disposition of phos-
phate and potassium or sodium deposits, such legislation as
compared with legislation affecting coal and oil and gas is
relatively unimportant, and I shall therefore confine myself
prinecipally to the legislation as it affects these latter classes of
minerals on the public lands.

WIDE AUTHORITY IN SECRETARY OF INTERIOR.

The first and most serious objection to the proposed legisla-
tion is found in the wide, exclusive, and extraordinary discre-
tion whieh it lodges with the Secretary of the Interior, and in
this all-embracing diseretion is realized the fears which have so
strongly tended to make the people of the public-land States
fearful and suspicious of a Federal leasing policy.

Exeept for certain limitations as to acreage, certain minimum
rents and royalties, and certain provisions as to the period of
the lease. or of rendjustment of royalties, the Secretary of the
Interior is given practically unlimited auothority as to the grant-
ing and the terms and conditions of leases. One will search the
bill in vain to find any provision in it which insures to anyone
under any circumstances the unquestioned right to make a lease.
The bill contains no provisions under which anyone may know
prior to the actual signing of a lease and after all preliminaries,
explorations, and expenditures have been made what the rates
of rents or royalties are to be, and in the case of coal the ap-
plicant or lessee may not determine the size or the form of his
lease, even within the limitntions fixed by the statute.

In the ense of coal the Secretary of the Interior determines
within the limitation of 2,560 acres the area and the form of the
tract to be leased, and no preliminary period or opportunity for
prospecting is granted. The Secretary fixes such minimum roy-
alty as he chooses above the minimum of 2 cents a ton fixed in
the bill, and the lessee must, if he leases, pay the royalty so fixed
pius such royalty as competitive bidding may establish.

In the case of oil or gas a temporary prospecting permit may
be granted for 640 acres, and 10 miles or more from producing
wells a permit for as much as 2.560 acres may be granted., and
the first discoverer in a pew field may secure a patent for not
to exceed 640 acres. Leases are limited to 640 acres, and the
royalty is to be fixed by the Secretary of the Interior with such
additional royalty as may be added through, competitive bidding.
No one person may be directly or indirectly interested in more
than one lease covering the same class of mineral, unless the
authority granted the Secretary in section 25 to allow subletting
or assignments may be held to modify this provision.

Section 25 of the bill grants the Secretary authority to insert
in the leases practically any and every provision he may see fit
or deem necessary, with regard to the character of mining and
drilling operations * for the protection of the interest of the
United States, for the prevention of monopoly, and for the safe-
guarding of the public welfare.” These are all highly proper
purposes to be served, but what successive Secretaries of the
Interior might determine came within the purview of these gen-
eral provisions no one may know or even guess.

WIDE DISCRETION NOT NECESSARY.

It is no doubt necessary to give the Secretary of the Interior
considerable discretion along certain lines in leasing legislation.
but one must have an exalted and optimistic opinion of the wis-
dom, virtne, fairness, and unlimited capacity for attention to
details, of any public official to be willing to lodge with him
such far-reaching discretionary powers. The present Secretary
of the Interior is, I believe, a wise and well-meaning man. but
there have been Secretaries and there no doubt will be others
who some people will Insist are not richly endowed with these
virtues. In any event it Is not the Secretary of the Interior but
officials under him who will execute a law like this, and discre-
tion thus lodged is in fact placed in the hands of bureau subor-
dinates rather than in the hands of the Secretary.

It is entirely possible to have the details of leasing legislation
fixed by statute. It is so fixed in every other country where
public-leasing legislation has been had. This Is a government
of law and should not be allowed to berome a government of
persons and of personal policies. The rights of citizens, claim-
ants, and applieants, their rights and obligations, undetermined
in this bill, should be made clear. This should be done In the
interest not only of those who may seek to operate under the
law but in the interest of the general public as well.

The features of the legislation to which I have referred are
those whic. primarily interest and affect intending operators,
They are also features of great importance to the general public
in the localities in which operations will be earried on under
the law, by reason of their effect npon development. These
features are also of wide and permanent interest to the people
of the country generally, by reason of the profound effect they
would have on Government methods of administration and
because of the danger of unwise or venial exercise of vast
authority and wide powers of discretion.

INCOME FROM LEASES,

I now propose to refer briefly to some features of the pro-
posed legislation which are of primary Interest and impor-
tance to the States and the communities in which the resonrces
lie which it is proposed to lease. I refer to the disposition and
use proposed to be made of the rents and royaities which are
to be secured. Under the system for the disposition of the
public lands containing these minerals which has hitherto pre-
vailed 5 per cent of the cash receipts obtained from them has
been paid to the States on the theory of partial compensation
for prior loss of taxes, and the lunds disposed of immediately
become taxable and share in the support of local government.
Formerly the remainder of the receipts from public lands went
into the Federal Treasury, but since 1902 these receipts have
gone into the reclamation fund for the construction of projects
for the irrigation of lands in the arid and semiarid portion of
our country,

The bill under discussion provides that all rents and royal-
ties pald under its provisions shall become a part of the recla-
mation fund, with the proviso that—

After use thereof In the constructi 7 1 t k
return to the reclamation fund of an;nsgchrﬁoan?;ni?g Rﬂrnﬁuﬂgr“gﬁ
vided by the reclamation aet and acts amendatory thereof and su

lemental thereto, 50 per cent of the amounts derived from sueh roya
es and rentals so utilized in and returned to the reclamation fund
shall be paid by the Secretary of the Treasury after the expiration of
each flscal year to the State within the boundafies of which the leased
lands or deposits are or were loeated, said moneys to be used by such
State for the support of public schools ar other educational institutions,
or for the constructiog of public improvements, as the legislature of the

State may direct.

Any Federal leasing legislation will, as a matter of conurse,
deprive the States of the 5 per cent which they would otherwise
receive from sales of lands of the character proposed to be
leased, as such lands would not be sold. It would also deprive
the States and communities of the opportunity to tax the lands,
as they would remain in national ownership, and if the leasing
system became general this would involve a loss of revenue
which must be secured in some other way. I assume that
under the terms of the bill improvements upon the leased lands
would be locally taxable, but there is a difference of opinion on
this point, and I understand that a proposed amendment offered
in committee for the purpose of making that point clear was
voted down. That question may therefore be said to be left
undetermined. A number of the Western States have a mineral-
output tax. Whether or not such a tax could be legally levied
and collected on minerals owned by the Government and oper-
sted under lease is at least a debatable guestion.

If it should develop that either one or both of these sources
of local revenue were closed, the States whose mineral wealth
was being depleted under the system proposed would be greatly
impoverished, and if the system were to be general in its opera-
tion they would eventually be well-nigh bankrupt under this
bill which proposes to grant them no part of the income from
the Federal leases except such portion of themn as might some
time in the future be returned to them after they had been used
on reclamation projects and returned through repayments.
These returns would not only be tardy, but altogether uncertain
without regard to the success of the reclamation projects, as I
shall endeavor to point out.

FPROVISIONS BAD AT THE BEST.

In order to put the matter in the best possible light under the
provisions contained in the bill let us assume for the sake of
argument that taxes on improvements on the leased property
and mineral-output taxes on the products of the sume may be
legally levied and collected. The States and communities would
still be heavy losers In revenues under a leasing system from
which they receive directly no share of the royalities. as com-
pared with a system of private ownership. With lands in pri-
vate ownership the States and communities directly and indi-
rectly, In addirlon to Improvement and mineral-output taxes
where such exist, are able to, and do. reach, assess, and tax the
vitlues which are invested In or represented by the actual real
property. the land and Its contents. Where mineral-ontput

taxes relieve in whole or in part from a diect tax on the land
and its contents, such taxes are to that extent equivalent toa tax
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on royalties, as is clearly demonstrated by the fact that where
operators lease from private parties the burden of the output
tax is recognized as afiecting the royalty values.

As T have heretofore indicated, one of the most potent, if not
the most convincing, arguments tending to incline people in the
States affected by this legislation to view leasing with favor
has been thit under such a system they could properly hope for
and expect a larger return to the communities, to ald in carry-
ing the burdens of government and in making permanent im-
provements, such as roads and bridges, than they have gen-
erally received under 2 system of private ownership. If disap-
pointed in this hope and expectation, then Federal leasing
represents nothing to them but Federal interference and Federal
exploitation. {

ROFALTIES THE CHEAM OF MINERAL VALUES,

Royalties represent the cream of the mineral values, the un-
earned increment in which under all proper rules the immediate
community is entitled to share. In many portions of the coun-
try coal and oil operations are carried on to a considerable
extent under private leases, The farmer or landowner in that
event pays directly in taxes on the land a portion of his
royalties and the remainder is largely invested in the com-
munity, still further aiding in its development and support.
Where the operator owns his property in fee the community
taxes his investment in lands and deposits ag well as his im-
provements, either directly or indirectly, through an output tax,
and generally in both of these ways. In other words, elsewhere
in the Union the community shares in the element of value
which in the case of a Federal lease is represented by the royalty.
It is now coolly proposed that the Western States, over which
the proposed law is to operate, shall be deprived of these
benefits.

I have repeatedly stated that the West had hoped that what-
ever the handicaps inevitable to bureaucratic control they
might be, at least partly, minimized by definite legislative
declarations as to the rights and obligations of lessees and
operators, and that through larger benefits to the communities
in return for the mineral resources as they in the returns
from royalties, they might be recompensed for less rapid de-
velopment than under private ownership. This bill bitterly
disappoints those hopes and expectations. The cream is skimmed
off and the skim milk left the States and communities,

PROPER DISPOSITION OF ROYALTIES.

The coal and oil leasing bills which I introduced and which I
have heretofore referred to, provided that all sums obtained from
rents and royalties should be paid to the States in which they
were collected, the use and disposition of the same to be pro-
vided for by the State legislature. A fairly equitable distribu-
tion by the legislature would be one-half to the counties for the
benefit of the communities where the royalties were produced
and one-half equitably distributed through the State for schools
and roads.

Instead of this helpful plan, based on the equities of local
and State eclaims, the bill under discussion gives the States and
communities no portions of the rents and royalties directly or
within any reasonable period, if at all.

It has been, aind it will be claimed in defense of the provisions
of the bill, that the Siates affected and interested receive all
of the rents and royalties, because they are to cover into the
fund -which reclaims western lands. Those who seriously and
in good faith make this argument as a justification for refusing
to give the States and communities where the rents wnd royal-
ties are gathered any portion of them directly and immediately
must do so through misapprehension of the situation and of the
effect of the policy they advocate.

Our western people have a lively and abiding interest in the
reclamation fund. They desire to have it replenished and
utilized in the construction of reclamation projects, but they
can not be convinced that a large number of western com-
munities should be deprived of necessary and essential revenues
in order that some western communities may be benefited by
national reclamation.

RECLAMATION FUXD XNOT DEPENDEXNT ON THESE FUNDS.

Our people realize that such a procedure is as unnecessary as
it would be unwise and inequitable. The reclamation fund
is supplied by the proceeds arising out of the sale and dis-
position of public lands, and but a small proportion of these
proceeds has come ‘from the sule of coal and oil lands. The
total receipts from public lands turned in to the reclamation
fund from 1901 to 1913, inclusive, has been over $50,000,000,
of which sum less than fifty-seven wmillions eame from the sale of
oil and ecoal lands. The reclamation fund does not, therefore,
depend to any considerable extent upon income from these
sources, but will continue to be supplied from the sale and dis-

position of other classes of lands, which are estimated for the
future at about $7,000,000 per annum. Furthermore, the recla-
mation fund will from now on be increasingly augmented
through repayments into the reclamation fund.

The gross inequity of the plan of turning all rents and royal-
ties from leasing into the reclamation fund is apparent upon
the slightest consideration of the situation. To turn the pro-
ceeds of land sales above the § per cent which goes to the
States into the reclamation fund is equitable, for the lands
sold become taxable and the communities and States receive
their support therefrom. On the contrary, the leasehold pre-
vents sales and prevents the taxation of the mineral values in
the property. Without the rents and royalties the commu- -
nities would be deprived of that income so necessary where min-
eral development is going on to build and maintain schools, and
large sums are needed for roads.

In view of this state of affairs it would be a gross injustice
to divert all of the rents and royalties into the reclamation
fund, even though the fund were to a considerable extent need-
ing and dependent upon this source of income. which it is
not, Irrigation is highly useful and valuable, the reclamation
of lands under national projects is highly beneficial; but an
interior county in Wpyoming, for instance, deprived of the
benefits they should receive from mining development in their
midst to help build schools and roads and to carry on
affairs of government, could scarcely be expected to be recon-
ciled to their loss of revenue because it was being used to
build an irrigation project in Texas. They could scarcely be
expected to be happy, even though their revenues were being
used no farther away than in Montana, or even several hun-
dred miles away in their own State.

The point of it all is that if rents and royalties are to be col-
lected by the Government from lands within the States, those
rents and royalties should, in the main, go, first, to the immedi-
ate community and, second, to the State. Reclamation projects,
beneficial as they are, affect but a very small proportion or per-
centage of the people of any State, and he is not a friend of the
West who would tax development in the West to a burdensome
extent even for this worthy purpose. It might under all the
cirecumstances be proper to divert a portion of these rents and
royalties into the reclamation fund—enough to compensate the
fund in the long run for loss through discontinuance of sules.
At the outside this would be less than half the amount of the
rents and royalties.

RETUENS WOULD BE LOXG DELAYED.

The friends of the bill in gquestion defend it by pointing to
the paragraph which I have quoted, which proposes that the
royalties and rentals, after first being used in the construction
of reclamation works and repaid to the fund, shall, to the extent
of 50 per cent of the receipts, be returned to the State where
they originated. This is a real joker, though it is our duty, I
presume. to assume that it was proposed in seriousness and in
good faith. This provision has already been used as an argu-
ment against the extension of reclamation payments and de-
fended on the ground that the States in which mineral resources
are located have no special claim on them and no particular
cause for complaint if they never receive any part of the rents
and royalties, I defy anyone to intelligently diagram the pro-
cedure through which a dollar, paid into the reclamation fund at
a given time, may be so tagged and identified that it shall be
known whether it goes into a $10.000,000 project in Texas, an
$8,000,000 project in Idaho, or when it is repaid.

Assuming, for the sake of argument, that a system of book-
keeping could be devised which would make the plan proposed
practicable, the delay before communities received any benefits
would be intolerable. Several years might elapse after the
money got into the reclamation fund before it was utilized or
expended. Several more years might elapse before the project
was opened and payments began. The period of payments
should be 20 years, and will be when a bill which has passed
the Senate and been reported in the House becomes a law, It
might therefore be 25 years, or even more, before money received
as rents and royalties from a given State and pald into the
reclamation fund would be returned to the State. In the mean-
time the communities and the States in which development was
going on, necessitating a large outlay for public purposes, would
be bearing this heavy burden, while large sums obtuined in the
development of their mineral resonrces were being used for the
development of communities hundreds or even thousands of
miles away.

Many of the provisions of the bill in question are, in my
opinion, subject to criticism and should be amended or elimi-
nated. The plan of leaving the entire question of royalties to
the Secretary of the Interior to be further increased, if pos-
sible, by bidding, is subject to the gravest abuse, and, coupled

— : . J
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with a denial of a1l benefits to the localities affected. constitutes
a system of exploitation worthy of the most grasping of ab-
sentee landlords. The bill abounds in objectionable features of
detail, but the great and paramount objection to it lie in the
features which, taken together, vest extraordinary and danger-
ous powers in a Government department and those which divert
needed revenues from the communities and the States from
which they are obtained. Leasing legislation should define the
rights granted and fix at least the important features of the
contract between the Government and the operator. It should
also be of substantial benefit to the communities and the States
in providing funds for schools, roads, and other essential public
purposes. The bill in question should be amended to conform
to these needs and requirements of the situation.

Mr. LENROOT, Mr. Chairman, I yield the gentleman 10
minutes more.

Mr. DONOVAN. Mr. Chairman, I make the point of order
that there is no quornm present.

Mr. FERRIS. Mr. Chairman, I move that the commitiee do
now rise.

The motion was agreed to.

Accordingly the committee rose; and the Speaker having re-
sumed the chair, Mr. Frrzoerarp, Chairman of the Committee
of the Whole House on the state of the Union, reported that
that committee had had under consideration the bill H, R. 16130
and had come to no resolution thereon.

SIXTH INTERNATIONAL SANITARY CONFERENCE, MONTEVIDEO,
URUGUAY.

Mr. ADAMSON. Mr. Spenker, I renew my request for unani-
mous consent for the present consideration of Senate joint
resolution 166, authorizing the President to. designate two ofli-
cers connected with the Public Health Service to represent the
United Stutes at the Sixth International Sanitary Conference
of American States, to be held at Montevideo, Uruguay, in
December, 1914, and making appropriations to pay the expenses
of snid representatives, and for other purposes.

The SPEAKER. The Clerk will report the resolution.

The Clerk read the resolution, as follows:

Resolved, cte., That the President be, and he is hereby, authorized to
appoint or designate two officers of 1be United States connected with
the Puablie Health Service to represent the United States in the Sixth
International Sanitary Conference of American States, to be held at
the city of Montevideo, Uruguay, in December, 1914 ; and to pay the
necessary expenses of sald representatives in attending sald conference,
including the expenses of assembling the necessary data and of the prepa-
ration of a report, the sum of $2,000, or so much thereof as may be
necessary, Is hereby appropriated.

The SPEAKER. Is there objection?

Mr. DONOVAN. 1 object.

Mr. ADAMSON. Mr. Speaker, I hope the gentleman will
withhold his objection—— 2

Mr. DONOVAN. Mr. Speaker, I am golng to oppose all ap-
propriations when we are about to pass a war measure.

The SPEAKER. Does the gentleman object?

Mr. DONOVAN. 1 object.

GRAND ARMY OF THE REPUBLIC.

Mr, BARNHART. Mr. Speaker, I ask unanimous consent to
take from the Speaker's table House concurrent resolution 42,
with Senate amendments thereto, and to consider the same at
this time.

The SPEAKER. The Clerk will report the resolution.

The Clerk read as follows:

Houose concurrent resolution 42,

Resolved by the House of Representatires (the Senate concurring),
That there shall be printed as a House document 1.100 copies of the
journal of the forty-elzhth pational encampment of the Grand Army of

the Republic for the year 1914, pot to excced $1,600 In cost.

With the following amendments:

Line strike out the word " one" and insert the word * five,”

4 ‘litr‘_lfm 6, strike out the figures “$1,600™ and insert the figures

Line 6, after the word  rost,” add tbe following:

“ With fllustrations, 1.000 copies of which shall be for the use of the
House and 500 for the use of the Senate™

The SPEARER. Is there objection?

Mr. STAFFORD. Mr. Speaker, reserving the right to object,
I would like to inquire the cost that this will entail on the
National Govermment?

Mr. BARNHART. Mr. Speaker, T will explain that this is a
House resolution that went to the Senate, and it will incur an
expenditure of $1.700. It is a provision for the publication of
the annuual report, or rather the minutes of the national encamp-
ment of the Grand Army of the Republic.

Mr. STAFFORD. I remember when it was brought in the
House under unanimous consent, and I was present at that
time; no objection was raised at that time, but I believe at the

_time no estimate wus made as to the cost—

Mr. BARNHART. Yes; there was.

Mr. STAFFORD (continuing). Oceasioned by the publication.

Mr. BARNHART. Yes; it wns $1.600.

The SPEAKER. Is there objection?

Mr. RAKER. Mr. Speaker, reserving the right to object,
knowing my friend’s well-known ideas upon chair warming, I
wondered whether or not this legislation ought to be passed
under the circumstances with so few in attendance.

The SPEAKER. Is there objection? [After a pause.] The
Chair hears none,

The Senate amendments were agreed to.

The question was taken, and the concurrent resolution as
amended was passed. .

DRESS AND WAIST INDUSTRY, NEW YORK.

Mr. BARNHART. Mr. Speaker, I send to the Clerk's desk
the following privileged resolution, and ask for its immediate
consideration.

The SPEAKER. The Clerk will report the resolution.

The Clerk read as follows:

House concurrent resolution 48 (H. Rept. 1151).

Resolved by the House of Represent
That there bg {frlnmd 20.00{) ndgltl‘::nnrtg&l'est ﬁ?’rﬁm"n&;&mﬁ&:
9349, Sixty-third Congress. Wages and Revzn?urlty of Employment in the
Dress and Walst Indostry in New York City, and 20,000 additional
colplrs of House Document No. 908. Sixty-third Co '8s. being Con-
ciliation, Arbitration, and Sanitation in the Dress and Waist Industry
in New York City; that 15.000 copies of each of sald documents be
placed in the House document room for use of Members and 5,000
placed in the Senate document room for the use of Senators.

Mr. MADDEN. Mr. Speaker, it seems to me we ought to
have these documents eredited to Members so that we can all
have them. As it is somebody will get all of these documents,
as they all go to the document room and they will be taken
out and sent into one district.

Mr. BARNHART. I will state to the gentleman that the com-
mittee had that fully under consideration, and will explain in a
brief way that these are articles of agreement between tha
luboring people and the dress and waist makers of New York
City by which they have maintained industrial peace for four
years as it has not been done anywhere else in the United
States, and it is believed it is a foundation for a plan whereby
industrial peace may be promoted everywhere, and that by
sending them to the docuinent room Members can get them
and send them out; but if they are sent to the folding room
they will go into many districts where there are no industrial
coneerns.

Mr. MADDEN. I did not know there were any districts in
the United States where they had no industrinl concerns. I cm
glad to hear the gentleman give the information.

Mr. BARNHART. I mean comparatively few; there are
such districts.

Mr. MADDEN. If seems to me it is not fair to pnt them in
the document room and let some one man go and tnke all of
them. They ought to be put at the disposition of the Members,
becanse every Member of the Hounse has some laboring people
in his distriet to whom he would like to give this information,
and he will not be able to get it.

Mr, BARNHART. The misfortune about it is, Mr. Speaker,
that the committee’s information is that in many instances of
this kind Members will permit these documents to lie there and
nobody will get the benefit of them. whereas if the labor univns
can get some of the documents and the manufacturers some
they will broadeast them all over the country, and in that way
the publication will be of inestimable valne.

Mr. MADDEN. My experience has been this: There have
frequently been important public documents assigned to the
document room, just as this bill proposes these documents shall
be assigned. and I have been anxlous to get some of those
documents to send out fo people who are interested in the sub-
ject and I have invariably fonnd myself unable to get them.
Somebody who had more influence that I had or was quicker
would get to the document room before I could nnd they wonld
get them all, and then I would have to go and beg one or two
from those who got them, and unless this bill proviles for a
proper distribution of the documents 1 shall object to its con-
sideration.

Mr. BARNHART. Well, Mr. Speaker, it is a privileged reso-
lation and the gentleman could not object.

Mr. MADDEN. 1 ean object to its consideration now; there
is nobody here to pass this bill. as the gentleman knows.

The SPEAKER. Does the gentleman from Illinois [Mr. Map-
pEN ] offer an amendment, or not?

Mr. MADDEN. I would like to suggest an amendment, but I
do not want to offer one.

The SPEAKER. Does the gentleman from Indiana [Mr.
BarnBART] offer an amendment?
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Mr. BARNHART. No.

Mr. MADDEN. Then, Mr. Speaker, I object.

Mr. STAFFORD. Mr. Speaker, will the gentleman permit an
amendment along the line suggested by the gentleman from
Illinois [Mr. MADDEN]?

Mr. BARNHART. The gentleman can amend it, but I do not
care to suggest an amendment here after we have very care-
fully considered the whole matter in committee. Here Is a
question of information of great importance to industrial insti-
tutions,' and we thought we would have this document published
and distributed in such a way that those organizations could
send them out and use them.

Mr. STAFFORD. Mr. Speaker, I offer the following amend-
ment at the end of the resolution:

Provided, That 12,000 coples of each of said documents shall be for
the use of the Members of the House, to be ‘placed in the folding room,
and 4,000 coples of each docnment shall be for the use of the Senate.

The SPEAKER. Has the gentleman got his amendment writ-
ten out?

Mr, STAFFORD. No; I have not.

The SPEAKER. The Clerk will report the amendment offered
by the gentleman from Wisconsin [Mr. STAFFOED].

The Clerk read as follows:

Amend, at the end of the resolution adding the following:

“ Provided, That 12,000 of each of the documents be placed in the
foldi room for the use of the Members of the House, and 4,000 be
pla in the Senate document room for the use of the Senate.”

The SPEAKER. The question is on agreeing to the amend-
ment.

The amendment was agreed to.

The SPEAKER. The question is on agreeing to the resolu-
tion as amended.

Mr. FITZGERALD. Mr. Speaker, the way the resolution
reads now it provides that 4,000 of these documents shall be
placed in the Senate folding room and 5,000 in the document
room, and there are only 5,000 allowed to the Senate altogether.

The SPEAKER. That will have to be remodeled or it will
vitiate the whole resolution.

Mr. BARNHART. I trust the gentleman will permit the reso-
lution to go through as it is. :

Mr. FITZGERALD. Let me say, Mr. Speaker, that this docu-
ment, as I recall—

Mr. STAFFORD. Mr. Speaker, will the gentleman yield?

Mr, FITZGERALD. Let me make this statement first, This
document will be of peculiar value to the employees of the
particular industries mentioned by the gentleman from Indiana.
The conditions under which they are employed are very different
from the conditions under which men and women in most other
industries are employed.

There are a few sections of the country, notably around the
city of New York and around the city of Chicago and one or
two of the other great centers of population, where there will
be perhaps a considerable demand for the documents, Out-
side of those particular sections I doubt if there will be any
demand for them at all. I think it is that situation that the
gentleman from Indiana [Mr. BarNngarr] had in mind. For
instance, in the city of New York the dress and waist workers
are congregated in the lofts of buildings, mostly on Fifth
Avenue. They are not scattered all through the city.

Mr. STAFFORD. Will not those documents be just as valu-
able to the textile operatives in my city and in St. Paul and
Minneapolis and in other manufacturing cities as they are in
the gentleman’s own city?

Mr. FITZGERALD. I doubt it. It is a peculiar eondition
surrounding these industries. This agreement has been made,
by which the employees and employers have some cooperative
gystem. They think that the printing of this document and the
circulation of it among the persons enguged in these particular
industries will conduce to the preservation of peace between the
operatives and the employers. A committee representing the
employees and the employers and some disinterested associa-
tion called upon me recently and explained the situation.

Mr. STAFFORD. Mr. Speaker, I ask unanimous econsent
that the vote whereby the amendment to the resolution was
adopted be recousidered.

The SBPEAKER. Is there objection to the gentleman's re-
quest? [After a pause.] The Chair hears none. The vote
is on the amendment of the gentleman from Wisconsin.

Mr. STAFFORD. I withdraw the amendment.

Mr. MADDEN., I withdraw my objection to the consideration
of the bill,

The SPEAKER. The gentleman from Illinols withdraws his
objection. He does not have to withdraw it, because It is not
in order to object.

Mr. MADDEN. It would be in order with the number of
people that are present. :

The SPEAKER. Of course the gentleman could raise the
point of no quorum, but this is not a matter to be considered by
1ru;:imhm:m.-;l consent. The question is on agreeing to the reso-
ution.

The resolution was agreed to.

SIXTH INTERNATIONAL SANITARY CONFERENCE, MONTEVIDEQ,
URUGUAY,

Mr. ADAMSON. Mr. Speaker, I am authorized to renew my
request for the comsideration of Senate joint resolution 166,
authorizing the President to designate two officers connected
with the Public Health Service to represent the United States
at the Sixth International Sanitary Conference of American
States, to be held at Montevideo, Uruguay, in December, 1914,
and making an appropriation to pay the expenses of said repre-
sentatives, and for other purposes.

The SPEAKER. The Clerk will report the joint resolution.

b'zhe Clerk read the joint resolution, for text of which see
above.

The SPEAKER. Is there objection?

Mr. MADDEN. Reserving the right to object, Mr. Speaker,
I want to say that I am not going to object, but I think, in
face of the fact that the President of the United States was here
the other day to recommend the enactment of a law to raise
$100.000,000 of additional revenue to run the Government, we
ought to cut out all these extraordinary, useless expenses.
understand the Democratic members of the Ways and Mea
Commitiee have decided to levy an additional 3 per cent tax on
freight rates. I do not know whether that is true or not, but
if it is true, with the already increased cost of living, caused
by the extravagant expenditure of money as the result of a
Democratic administration, this is simply going to add that
much to the cost of living. BEight or ten years ago the freight
rates of the United States cost each family of five people $82
a4 year. And then in the next five years that increased to $107.
Then it increased to $127, and now it is over $150 per annum
for a family. Now, when you add to that this 3 per cent as
extraordinary revenue for the conduct of the Government of
the United States to the already excessive cost of living youn
are not going to have anybody very much pleased about it. So
I say in the face of this situation all these expenditures such
as are provided for in this joint resolution ought to be cut out.

But I am not going to object. I simply rose for the purpose of.

making these remarks.

Mr. FARR. How much has this inerease in freight rates to
the average family been in the last four years?

Mr, MADDEN. It continues to grow out of all proportion to
the income of the people, and this proposed tax will undoubt-
edly make it reach more than $160 per family per annum.

Mr. ADAMSON. The protection of eur health is one of the
great reasons for raising revenue.

Mr. MADDEN. We shall not learn how to do that in Mon-
tevideo.

The SPEAKER. Is there objection to the present considera-
tion of the joint resolution?

There was no objection.

Mr. ADAMSON. Mr. Speaker, I offer the following amend.
ment. =

The SPEAKER. The gentleman from Georgla offers an
amendment, which will be reported by the Clerk.

The Clerk read as follows:

Amend, on page 2, lt!g adding, at the end of line 8, the following:
*“out of any money in the Treasury not otherwise appropriated.”

The amendment was agreed to.

Mr. FITZGERALD. Mr. Speaker, this provides for the ap-
pointment of two officers of the Public Health Service to attend
the sixth annual sanitary conference. My understanding is
that the Surgeon General of the Public Health Service is the
president of this conference.

Mr. ADAMSON. That is true.

Mr. FITZGERALD. This resolution proposes to appropriate
$2,000 to defray the expense of preparing the necessary data
and the collection of the material that the United States will
properly send to this conference, and to pay the expenses of
the Surgeon General and one of his associates. It seems to me
it is highly proper that the United States should do that much.

Mr. ADAMSON. I will add that this Congress is to convene
in December. The Government of Uruguay aecquiesces in it
and helps support it, and all of the American Governments have
contributed fo it.

The SPEAKER. The question is on agreeing to the amend-
ment.

The question was taken, and the amendment was agreed to.

The Senate joint resolution was agreed to,
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On motion of Mr. ApamsoN, a motion to reconsider the vote
whereby the resolution was agreed to was laid on the table.
1 ORDEE OF BUSINESS.

Mr. FERRIS. Mr. Speaker, I ask unanimous consent that
to-morrow, after the reading of the Journal, the bill (H. R.
16136) to authorize exploration for and disposition of coal,
phospbate, oil, gas, potassium, or sodium, may be considered,
with the understanding that if there are any pension bills to
come up they shall be first disposed of. I am Informed that
there is nothing on the calendar from the Pension Committees.

Mr. MADDEN. Reserving the right to object, it may be that
the Committee on Claims will have something.

Mr. FERRIS. It is not claims day. To-morrow is pension

ay.
E{Ir. MADDEN. If. then, the request does not interfere with
pensions. I will not object.

The SPEAKER. The gentleman from Oklahoma asks unani-
mous consent that, notwithstanding to-morrow is Friday, im-
mediately after the reading of the Journal the bill H. R. 16136,
which has been under consideration to-day, shall be in order,
provided that pension bills, if any, may first be disposed of.
Is there objection?
Mr. MADDEN.

d

I object.
ADJOURNMENT.

Mr. UNDERWOOD. Mr. Speaker, I move that the House do
now adjourn.

The motion was agreed to; accordingly (at 5 o'clock and 42
minutes p. m.) the House adjourned until to-morrow, Friday,
September 11, 1914, at 12 o’clock noon.

EXECUTIVE COMMUNICATIONS.

Under clause 2 of Rule XXIV, executive communications were
taken from the Speaker's table and referred as follows:

1. A letter from the Secretary of War, transmitting, with a
letter from the Chief of Engineers, report on preliminary ex-
amination of Tug and Levisa Forks of Big Sandy River. Ky.
and W. Va. (H. Doe. No. 1159) ; to the Committee on Rivers
and Harbors and ordered to be printed.

2. A letter from the Secretary of War, transmitting, with a
letter from the Chief of Engineers, reports on preliminary ex-
amination and survey of Mokelumne River, Cal. with a view
of Its improvement from the Galt-New Hope Bridge to a point
at or near Woodbridge (H. Doc. No. 1160) ; to the Committee
on Rivers and Harbors and ordered to be printed, with illus-
trations.

3. A letter from the Secretary of the Treasury. requesting
the immediate passage of a joint resolution by Congress au-
thorizing the temporary employment of and payment of com-
peusation to such number of money counters and other em-
ployees as may be necessary in connection with the issnance
and redemption of additional currency under the provisions of
the act of Congress approved May 30, 1008 (35 Stat., 552), and
amendments thereto (H. Doc. No. 1161); to the Committee
on Appropriations and ordered to be printed.

PUBLIC BILLS, RESOLUTIONS, AND MEMORIALS.

Under clause 3 of Rule XXTI, bills, resolutions, and memorials
were introduced and severally referred as follows:

By Mr. PAGE of North Carolina: A bill (H. R. 18732) to
amend section 98 of an act entitled “An act to codify, revise,
and amend the laws relating to the judiciary,” approved March
8, 1911; to the Committee on the Judiciary.

By Mr. KITCHIN: A bill (H. R. 18733) to amend section 98
of an act entitled “An act to codify, revise, and amend the laws
relating to the judiciary,” approved March 3, 1911; to the Com-
mittee on the Judiciary.

By Mr. STEPHENS of Texas: A bill (H. R. 18734) to repeal
section 2039 of the Rlevised Statutes of the United States and
other laws relating to the Board of Indian Commissioners; to
the Committee on Indian Affairs.

By Mr. CLANCY : A bill (H. R. 18735) authorizing the allot-
ment in severalty of Indian lands in New York State, and for
other purposes; to the Committee on Indian Affairs.

By Mr. HOBSON: Joint resolution (H. J. Res. 343) request-
ing the President to confer with the Governments of the world
with a view to issuing a call for the Third Peace Conference
to be held in regular session In San Francisco in 1915 and in
pxtra session in Washington at the earliest practicable date; to
the Committee on Foreign Affairs.

By Mr. GOODWIN of Arkansas: Joint resolution (H. J. Res.
344) for the appointment of a national marketing commissjon;
to the Committes on Agriculture,

By Mr. BROUSSARD : Resolution (H. Res. 618) authorizing
the expenditure of not exceeding $250 out of the contingent
fund in the investigation of the National Training School for
Boys; to the Committee on Accounts.

By Mr. HEFLIN: Resolution (H. Res. 619) providing for

toilet and rest rooms for women and children in Statuary Hall;

to the Committee on Accounts,

By Mr. FIELDS: Resolution (H. Res. 620) to print 16,000
copies of Eduecational Bulletin, No. 20, 1913, Illiteracy in the
United States and an Experiment for Its Ellmination; to the
Committee on Printing.

PRIVATE BILLS AND RESOLUTIONS.

Under clause 1 of Rule XXII, private bills and resolutions
were introduced and severally referred as follows:

By Mr. COX: A bill (H. I&. 18736) granting an increase of
pension to Charles E. Lampheare; to the Committee on Invalid
Pensions,

By Mr. HARRISON (by request) : A bill (H. R. 18737) to
muster out and grant an honorable discharge to John Williams;
to the Committee on Military Affairs.

By Mr. KENNEDY of Connecticut: A bill (IL R. 18738)
granting an honorable discharge to Wales Porter; to the Com-
mittee on Military Affairs.

By Mr. KINKAID of Nebraska: A bill (H. R, 18739) grant-
ing an increase of pension to Charles T. Crawford; to the Com-
mittee on Invalid Pensions.

Also, a bill (H. R. 18740) granting an increase of pension to
Henry Fleming; to the Committee on Invalid Pensions.

Also, a bill (H. R. 18741) granting an increase of pension to
John Pope; to the Committee on Invalid Pensions.

By Mr. PETERSON: A bill (H. R, 18742) granting an in-
crease of pension to Ida B. Fuller; to the Committee on Invalld
Pensions,

By Mr. REED: A bill (H. R. 18743) granting an increase of
plension to Thomas L. Holtt; to the Committee on Invalid Pen-
sions,

By Mr. SELDOMRIDGE: A bill (H. R. 18744) granting a
pension to Maria Akels; to the Committee on Invalid Pensions.

By Mr. LAFFERTY : Joint resolution (H. J. Res. 342) to
correct an error in H. R. 12014; to the Committee on Invalid
Pensions.

PETITIONS, ETC.

Under clause 1 of Rule XXII, petitiong and papers were laid
on the Clerk’s desk and referred as follows:

By the SPEAKER (by request): Petitions relative to the
high cost of living, presented by the Musicians' Protective
Union, Loecal No. 101, American Federation of Musicians, of
Dayton, Ohio; to the Committee on Ways and Means.

Also (by request), petition of the United Presbyterinn Pres-
bytery of Indiana, against polygamy in the United States; to
the Committee on the Judiciary.

By Mr. BRUCKENER : Petition of W. H. Marshall, New York,
and Merchants' Association of New York, favoring bill providing
bureau of legislative reference; to the Committee on the
Library.

Also, petition of R. C. Williams & Co., New York, against
H. R. 9832, requiring all labels to bear the year of packing; to
the Committee on Interstate and Foreign Commerce.

Also, petition of George A. Post, president Railway Business
Association, favoring establishment of bureau of legislative
reference; to the Committee on the Library.

Also, petition of G. L. Leach, New York, favoring H. R. 1672,
to pension survivors of early Indian wars; to the Committee on
Pensions.

By Mr. BURKE of Wisconsin: Petition of H. Rutz and 52
other citizens of Watertown, Wis,, against increased tax on
cigars; to the Committee on Ways and Means,

By Mr. DONOVAN: Petition of citizens of Danbury, Conn.,
under auspices of the Socialist Party, favoring administration
by the Government of food supply during war in Europe; to the
Committee on Interstate and Foreign Commerce.

By Mr. FOSTER: Petition of citizens of Illinois, favoring
Senate joint resolution 144, to settle North Pole controversy; to
the Committee on Naval Affairs.

By Mr. GARNER: Petition of citizens of fifteenth congres-
glonal district of Texas, favoring Henry bill to lend money to
farmers on cotton; to the Committee on Banking and Curreucy.

By Mr. JOHNSON of Washington: Petition of citizens of
Port Angeles, Wash., agalnst national prohibition; to the Com-
mittee on Rules.

Also, petition of citizers of Washington, favoring national
prohibition; to the Committee on Rules.
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By Mr. KENNEDY of Towa: Petition of K. K. K. Medicine
Co., of Keokuk, Towa, against a tax on proprietary medicines;
to the Committee on Ways ‘and Means.

By Mr. KENNEDY . of Rhode Island: Petition of committee of
wholesale liguor dealers of Rhode Island, against additional tax
on rectified spirits; to the Committee on Ways and Means.

"By Mr. MADDEN : Petition of eitizens of Chicago, IlL, against
additional tax on cigars; to the Committee on Ways and Means,

By Mr. O'SHAUNESSY : Petition of J. E. Cox, of Providence,
R. 1., favoring amendment to H. R. 15002; to the Committee on
Printing.

By Mr. STEPHENS of Nebraska : Petition of business men of
third Nebraska district, favoring H, R. 5308, to tax mail-order
houses; to the Committee on Ways and Means.

SENATE.
Frioay, September 11, 1914.
(Legislative day of Saturday, September 5, 1914.)

The Senate reassembled at 11 o’clock a. nin, on the expiration
of the recess.
RECORD OF CAPT. JOHN HENRY GIBBONS.

Mr. SMITH of Michigan. Mr. President, I ask unanimous
consent to have printed in the Recorp the record of Capt. John
Henry Gibbons, United States Navy. It is not very elaborate,
but it is very important. I am sure there will be no objection
to it.

The VICE PRESIDENT. Without objection, it is so ordered.

The matter referred to is as follows:

RECORD OF JOHN HENRY GIBBOXS, CAPTAIN, UNITED STATES NAVY.

Capt. John H. Gibbons was appointed to the Naval Academy as a
cadet midshipman on September 18, 1875, gradoating in 1879.

His first assignment to duty (1879-1881) was to the U. 8. 8. Adamas
Pacific Station, where most of the eruising was spent off the coast of
Peru, during the war between Peru and Chile.

In 1881 he was promoted to midshipman, and from this time
to 1885 he was attached to the training ships New Hampsghire and
Jamestown, dtu'luig which time the Jamestown made a trip around Cape
Horn and other long cruises.

He was gromoted to ensign (ju.nin;«fmde) in Marech, 1883, and to
ensign in 1884. In 1885 he was orde to duty at the Naval Observa-
tola', Washington. after which, until 1888, be served as Instructor of
midshipmen at the Nawval Academy, in the department of English, his-
tory, and law, spending the summer as Instructor in navigation for
midshipmen on eedpmctlce ship Constellation,

In 1888 he served on the U. 8. S. Mohican and later in that year
on the U. 8. S. Vandalia, where he was commended for gallantry during
the hurricane at Apia, moa, as shown by the following legtyer from
the commanding ofiicer of the Vandalia:

To the Hon. B. F. TraACY,
Seeretary of the Navy.
Sir: Ensign John H. thboua,, United States Navy, having been de-
tached from the U. S. 8. Vandalia, I have the honor to express to the

Juse T, 1889,

‘department my a ﬁrs&lat!on of his uniformly good conduct and officer-

like gualities. e was consp}cuous for coo and courage during

the gale of March 15 and 16, 1889,
J. W. Camriw,
Commander, U, 8. B. Vandalia.

In 1890 he was transferred to the coast survey steamer Gedney, dur-
ing which time the commanding officer add a letter to the Sec-
retary of the Navy commending Lieut. Gibbons on his duty as execu-
tive and na tor of that vessel:

“Duty performed conscientionsly and well. Displayed Intelligence,
energy, and Interest In feld work. Indifferent to ger, long hours,
and e: ure. Morals above reproach.” ete.

In ember, 1801, he was promoted to llentenant (junior de).
From 1891 to 1892 he was instructor at the Naval Academi[n E&Ilnh
and law, after which, in 1892, he served as assistant inspector of
ordnance at the Washington Gun Foundry, and was in cha of the
manufacture of the first 5-ineh rapld-fire guns and mounts built for
the naval service. The report during this e, from the commandant
of the Washington Navy Yard, reads:

“ Very competent ordnance officer, Interested in his work ; ingenious.”

And in a subsequent report:

* Lieut. Gibbons has been in charge of all work connected with and
relating to 5-inch guns and their mounts, also work upon gunlocks,
primers, and fuses. Performed his doties excellently.”

_And later, in 1893, from the commandant of the Washington Navy

ard :

“The dutles of his posltion required speclal fitness, and this was
shown by Mr. Gibbons." 2 K

In 1804 he served on the U. B. 8. Chicago and was transferred to
the U. 8. 8 Raleigh In 1895, during which time the Raleigh was active
in suppressing filibustering of the coast of Florida and Cuba.

In February, 1806, he was promoted to leutenant, and in 1807 wns
ordered as aid to the Assistant Secretary of the Navy, In which
capacity he had charge of the Naval Militia, locluding the mobilization
of the Naval Militia for service in the Spanish War and additional
duties In the organization of the coast signal service. During this
time the Assistant Secretary of the Navy, the honorable Theodore
Roosevelt, made the following report: :

* Lieut, Gibbons served in speclal charge of the Naval Militia during
my time as Assistant Becretary of the Navy. I ean not speak too
highly of the excellent work that he did. His industry, courtesy, and
professional eapacity made him invaluable to me as an advisor, not
g&!y in relation to his particular dutles, but to the general work of the

ce.
In 1898, at the outbreak of the Spanish War, Lieut. Gibbons was
asgigned to the U. 8. 8. Newark, and received the West Indlan campaign

medal for service on the blockade and in the bombardment of Santiago
and Manzanillo. During this time Capt. Albert S. Barker, command-
ing the U, B. 8. Newark, gave Lieut. Gibbons an excellent report as an
officer, adding that Lieut. Gibbons was present at the bombardment of
the forts at tiago July 2, 1808, and later Capt. Goodrleh, of the
Negmrk, made the following report concerning Lieut. Gibbons :

A capital officer and shipmate; has marked literary taste.”

After the Spanish-American War he was transferred, in 1899, to the
U. 8. 8. Massachusetts; thence, In October, 1899, to the U. 8. 8.
Brooklyn, serving as navigator of the Brooklyn during a cruise to the
Philippines. While on the Brooklyn he was selected to command the
General Alave in an expedition to the Gulf of Ragay, where he rescued
from the insurgents about 500 American and Spanish prisoners. For
this service he received the highest commendation from the Navy
partment and the commander in chlef of the Asiatic Fleet upon the zeal
and ability shown by him in fitting out this expedition and the excel-
lent execution of orders. Upon returning to the Brooklyn he served in
the Boxer campaign in China, and afterwards, for a brief period, as
captain of the Bo in Manila. In 1901 he was ordered to the United
Btates on the U. 8. B. Oregon, thus completing a crulse around the
world. During this time the commanding officer of the Oregon Cnﬁt.
Charles M. Thomas, reports that he considers Lieut. Gibbons eminently
fit to be intrusted with hazardous and lng?nrtant independent duties.

After a brief tour of duty at Buffalo, N. Y., in cb:ﬁg‘e of the branch
Hydrographic Office and Recruiting Servi he was ordered, In 1901, to
duty in the Office of Naval Intelligence at Washington, and received the
following reamrt from Capt. Charles D. Sigsbee, chief Intelligence officer :

** Lient. Gibbons is an excellent and very ready officer. In compil-
ing and veneralizing work he has been of great assistance to me.”

In 1902 he was promoted to lientenant commander, and in June,
1903lﬂwas assigned to the command of the U. 8. 8. Dolphin, While
on this doty the Dolphin was awarded the trophy for excellence In
naval gunnery, Lieut. Commander Gibbons receiving from the Secre-
tary of the Navy a letter commending him on the Dolphin attaining the
greatest rapldity of hitting and the highest final merit of any vessel
of her class. The Deolphin, under his command, was constantly en-

ged in erulsing along the Atlantic coast, West Indles, and Central

meriea. During this time the Admiral of the Navy made a special
report of fitness on Lieut. Commander Gibbons as being an excellent
officer in every Ngﬂdtﬁa fit to be Intrusted with hazardous and Im-
Rortsnt independent duties. Among other important duties while under
is command the Delphin was detailed on fal duty to conver the
Ja; ese peace commissioners from New York to Portsmouth, N, H.

n 1905 he was detached fromm command of the Dolphin and ordered
as naval attaché to London. While on this duty his reports cover
every field of naval activity, and he was highly commended the
Chief Intelligence Officer, Rear Admiral R. P. Ro . who states In his
reports of fitness: " He has been a very valuable naval attaché,” the
remainder of his raport being exeellent throughout.

Among other duties performed while he was naval attaché to London
were those in conneetion with the London naval confercnee and as
special naval attaché to the r of Bweden during the eoronation
of Haakon, Trondjhem,

In ember, 1906, he was promoted to commander, and in May,
1909, Commander Gibbons was assigned to the command of the U, 8, B,
Charleston, then on the Asiatic station, and at that time considered
the most important command to which a commander was eligible. Dur-
ing this cruise the Charleston received the trophy for excellence in
naval nery, and Commander Gibbons received a commendatory letter
from the Secretarf of the Navy on_ the efficient condition of the per-
sonnel and matériel of the U, 8. 8. Charleston, she having attained
the highest final merit in elementary target practice of any vessel of
her ciass, and Commander Gibbons was further congratulated by the
commander in chief of the Pacific Fleet for excellence In gunnery at
battle practice, this practice having been conducted in company with
el,glht armored cruisers off Olongapo, P. 1.

n solving a strategic problem for the Navy Department Commander
Gibbons brought the Cherleston from Yokohama by the northern route
to Bremerton, Wash., In record time.

On June 9, 1910, Commander Gibbons addressed a letter to the Secre-
tary of the Navy, as follows :

“In compliance with article 332, Navy Regulations, I respectfully
request that I may be ordered to duti in command of a battleship on
active service with the United States Atlantic Fleet.

“ My reason for making this application is that the Charleston is to
go out of commission in the carly antumn, at which time there may
possibly be vacancies in battleship eommands.

“ Very respectfully,
“J. H. GIBBONS
“Commander, United States Navy, Oonmmmffug.”

This request was not nggroved and Commander Gibbons, after his
romotion to eaptain in tober, 1910, was ordered to the General
oard. he having previonsly placed the Charleston out of commission at

Bremerton, Wash., While on duty with the General Board he received

excellent orts from Admiral ey. In Mng. 1911, Capt. Gibbons

was selected as Superintendent of the United States Naval Academy,
and while on this duty his administration received the hizhest com-
mendation from the Navy Department and the Board of Visitors. The
following are extracts from the report of the Board of Visitors to the

United States Naval Academy, 1911:

“ Capt. John H. Gibbons, United States Navy, who assumed the
office of superintendent on May 15, is lendidly uipped for this
difficult and responsible position, and will undoubtedly maintain the
present high standing of the academy during his term of service.”

In 1912, after he had served as superintendent for one year, the
following report was made by the Board of Visitors:

“ The discipline and conduct of the midshipmen has been remarkably
good and deserves special mention and commendation.

“ The board was (-sgoclally gratified to find all the officers, professors,
instructors, and midshipmen working in perfeet accord and harmony.

“The academy is in a J;rw rous and flourishing condition,” ete.

And in 1913, the Board of Visitors made the following report:

“The administration of the affairs of the Academy, under the
superintendence of Capt. John H. Gibbons, United States Navy, deserves
maore than passing commendation. It ls apparent that all e depart-
ments have been hronght to a high degree of efilciency, that due em-
phasis has been laid on the practical as contrasted with the theoretical
side of instruction, and that the earnestness and fair-mindedness of the
officers detailed to the academy Is reflected in the spirit displayed by
toe midshipmen. Admirable diseipline prevails, and the impression
made upon the board is that the midshipmen are in god physical con-
dition and happy in their work. It is evident that pt. Gibbons and
the officers and professors under him keep constantly in view the basic
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